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procedures in later developing changes to its permanent rules to be
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Executive Summary

In recent years, the Congress has experienced difficulty in reaching
agreement on appropriations bills before the start of the fiscal year. In
response, it has passed temporary funding measures—continuing reso-
lutions. However, these continuing resolutions now differ greatly in
nature from those of previous years.

The House Rules Committee asked GAO to study the use of continuing
resolutions in terms of

how the nature and use of continuing resolutions have changed and how
they affect government operations, and
whether an automatic mechanism to provide temporary funding to

agencies, rather than the current continuing resolution procedure, has
merit.

Background

Under an automatic continuing resolution approach, funding for agency
operations would become available automatically when appropriations
bills are not passed on time. If such a mechanism were enacted into law,
funding at a specified rate would be available without any further
action by the Congress or the President. Under current continuing reso-
lution procedures, both houses of the Congress and the President must
act in order for funding to continue at either the same or different
funding levels. An automatic continuing resolution procedure would
allow funding to continue without the interruptions associated with cur-
rent, continuing resolution procedures, such as votes, amendments, and
presidential signatures or vetoes.

GAO was completing this report as the Balanced Budget and Emergency
Deficit Conirol Act of 1985 was being created and enacted. The act
establishes automatic procedures for reducing the funding levels for
fiscal years 1986 through 1991 if specified deficit levels are not
achieved through the regular budget process. GAO has nct modified this
report to address this act’s requirements and implications. However, GAO
believes that the Congress will want to consider both the past experi-
ence and options described in this report and the experience that will be
gained under the emergency deficit control procedures in later devel-
oping changes to its permanent rules to be used after these emergency
procedures terminate.
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Results in Brief

GAO Analysis

Executive Summary

The use of continuing resolutions to provide temporary funding for fed-
eral agencies has changed significantly in recent years. Continuing reso-
lutions have become lengthier and more complicated, and have had
longer durations. These tempoiary funding measures have facea impedi-
ments, and their enactment has been delayed as they have become the
vehicle for unfinished legislative business and detailed appropriations
provisions. As such, they have contributed to prolonging congressional
debate, funding uncertainty, and, in some instances, delays in payments
to recipients of government programs.

The primary advantages of most automatic continuing resolution
approaches over current continuing resolution procedures are that they
would (1) help mitigate funding uncertainties and (2) provide fundson a
timely basis to ensure continued government operations. However, there
also would be poten.ially significant disadvantages associated with
automatic continuing resolution approaches. For example, they could (1)
reduce, to varying degrees, the pressure on the Congress to reach clo-
sure on difficult issues in appropriatiors bills and (2) create, under some
approaches, a procedural bias in favor «f continued funding at levels
that would not necessarily be based on need. (See chapter 4.)

Hic’ -y of Continuing
Reso.ationse

In the past 26 years, the Congress has enacted a total of 90 continuing
resolutions to provide stopgap funding in the absence of regular appro-
priations measures. However, the content of continuing resolutions has
changed dramatically in the 1980’s. For example, in the early 1960’s,
continuing resolutions were usually short both in length and in duration.
However, in recent years, continuing resolution legislation has been
expanded, sometimes including provisions that go beyond the basic pur-
pose of these bills. For example, the fiscal year 1985 continuing resol
tion was 363 pages long and contained an authorization measure, the
Comprehensive Crime Control Act. Furthermore, continuing resolutions
have tended to be more comprehensive in that they contain funding for
larger numbers of agencies and for longer periods of time. (See

~hapter 1.)

*.s recently as the fall of 1984, instead of debating regular appropria-
tions bills, the Congress found itself involved in protracted deliberations
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Executive Sommary

on amendments to a continuing resolution. Because the continuing reso-
lution was not passed on time, federal agencies were caught in an appro-
priations limbo and the President initiated a shutdown of all
nonessential activities and a furlough of nonessential employees. Later,
federal employees were paid for their time on furlough. (See appendix
I1.) As GAO reported in 1981, tliis type of funding uncertainty also can be
disruptive and potentially costly to recipients of entitlement programs
such as veterans benefit payments or payments under other federally
funded programs. (See pages 22-23 and appendix III.)

However, the full costs and impacts on the government and private
sector that result from delayed passage of approprizations bills and con-
tinuing resolutions are not known and their calculation would be a diffi-
cult, costly, and time-consuming task. For example, total government
costs of such delays are not separately identified in agency budgets, nor
are they explicitly accounted for or updated when they do occur.

Approaches to Auton tic
Funding

GAO evaluated several approaches for automatic funding as an aiterna-
tive to the current continuing resoiution practice. These approaches dif-
fered primarily in terms of the amount of money and/or rate of funding
provided, as well as the programs permitted to continue operating. The
approaches ranged from funding ..vels and programs determined solely
by the Congress, to those based on prior-year authorizations and appro-
priations, to others based solely on presidential recommendations. (See
chapter 4.)

Of the automatic continuing resclution approaches GAO evaluated, an
automatic continuing resolution that maintains the status quo and pro-
vides funding at the previous year’s rate is the option that would be the
most easily administered and that could reduce the potential for an
immediate bias in favor of cither the incumbent administration or the
Congress. Maintaining the status quo at the previous year’s rate could
bring stability and continuity to go\ ernment operations and recipient
services. However, a significant disadvantage is that it is impossible to
predict where this would lead or how long} the Congress would allow the
status quo to continue. It is conceivable that political impasses could
arise under which government funding could continuve for many months
or even years for large parts of the government without specific con-

g essional action anrd at funding levels not necessarily based on preser*
need.
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Ultimately, the decision to alter or to continue the current appropria-
tions process is a political decision. However, before moving to an auto-
raatic continuing resolution, the effects of sici: a change should be
considered. An automatic continuing resolution would tend to mitigate
funding uncertainty and the impact of the funding gaps and delays asso-
ciated with the current process. It would also allow continued debate on
unresolved issues in a noncrisis environment, but, at the same time, it
would also reduce the pressure on the Congress to reach closure on diffi-
cult appropriations issues.

Further, automatic continuing resolution approaches can limit to
varying degrees the flexibility of the Congress to set funding levels
based on need and make it difficult or impossible to predict when crit-
ical decisions on long-term funding and appropriations issues will be
made. These approaches also allow funding to continue without the
explicit enactment of a spending measure, which is normally a part of
the regular appropriations process.

Agency Comments

GAC obtained comments from the Office of Management and Budget
(oMB), the Congressional Budget Office (CB0), the Congressional

Research Service (CRS), the state of Wisconsin, and the government of
Canada. oMB and Wisconsin provided written comments, which are
included in appendixes VIII and IX, respectively. OMB and Wisconsin also
suggested language changes, which GAO has incorporated into the report.

Canada provided oral comments to the effect that GAO’s discussion of
Canadian procedures was accurate. CBO and CRS provided comments
which were of a technical and/or procedural nature and were dealt with
v here appropriate throughout the report.

Recommendations

GAO is making no recommendations.
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Chapter 1

Introduction

Current
Appropriations Process

Increased reliance on continuing resolutions and the incidence of
funding gaps caused by late enactment of appropriations are serious
problems associated with decision-making in the federal budget process.
For example, during an 11-day period at the start of fiscal year 1985,
the Congress passed four short-term continuing resolutions lasting from
1 to 3 days before it reached agreement on a fifth to cover the majority
of the appropriations Dbills, 8 out of 13, for the ertire fiscal year. Because
of protracted deliberations, a funding g2p occurred and federal
employees in unappropriated agencic: had 2 half-day furlough. The
1985 continuing resolution contained a total funding package of $365
billion, consisting of numerous legislative provisions. (For a detailed
case study of a recent, though not necessarily typical, example, see
appendix II.)

To analyze the problem of late appropriations and to develop possible
solutions, such as an automatic continuing resolution, one must consider
the present appropriations process and the impact any change might
have.

Each year the Congress has 13 appropriations bills to pass. However,
before the Congress can take action on these bills, it must reach agree-
ment on an overall budget resolution and on any needed program autho-
rizations. Currently, when delays in passing the budget resolution or
authorizations occur, the House and Senate rules requiring action on
them are waived so that floor action on appropriations measures can
proceed. As the end of the fiscal year approaches, the Congress has
often not taken final action on some appropriations bills. If the Congress
realizes that not enough time exists to complete action on the individual
appropriations bills before the fiscal year ends, it begins preparing a
“catchall” spending measure (continuing resolution).

The Congress enacts continuing resolutions as joint resolutions making
continuing appropriations for part or all of a certain fiscal year.
Although enacted in this form rather than as an act, once passed by
both houses of the Congress and approved by the President, a contin-
uing resolution is a public law and has the same force and effect as any
other law. Like all other bills, if the President vetoes a joint resolution,
only a two-thirds vote of both houses, voting separately, can override it.
However, it is necessary to note that the Congress approaches contin-
uing resolutions differently than normal appropriations acts from both
procedural ana political standpoints.
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Chapter 1
Introduction

Procedurally, the rules of the House of Representatives set ¢ut certain
restrictions and prohibitions when considering general appropriations
bills. For example, a general appropriations bill cannot contain funding
for programs that have not been ... .* rized, nor can such a bill contain
“legislative’” or norappropriation ni. . a1s. However, in the case of
continuing resolutions, these limitatiors do not apply because the House
does not consider continuing resolutions to be general appropriations
bills. All amendments offered during debate on a continuing resolution,
though, must be germane. This procedural distinction is one of the rea-
sons that continuing resolutions could have more provisions added to
them in the House than regular appropriations bills. However, in recent
years, the House Rules Committee has increasingly reported special
rules that limit the offering of amendments to continuing resolutions.

Unlike the House, the Senate, procedurally, considers continuing resolu-
tions to be general appropriations bills. Ther . ‘ore, the standard prol:ibi-
tions against funds for nonauthorized programs and legislative
provisions in appropriations bills apply. Nevertheless, if the Houi se has
incorporated legislative provisions in an appropriations bill (or contin-
uing resolution), the Senate has an inherent right to amend those provi-
sions. Though the Senate has germaneness rules, majority vote, in
practice, often defines germaneness. Therefore, the door is opened on
the amendmert process. The final step in this legislative process is the
reconciliation of House and Senate differences in a conference com-
mittee. Both houses of the Congress must agree on the conference ver-
sion of the continuing resolution.

From a political standpoint, a continuing resolution is a “must pass”
piece of legislation. Even if the President initially vetoes it, pressure is
placed on the Congress to pass the resolution in order to avoid a funding
gap for those agencies whose appropriations have expired. In addition, a
continuing resolution is more general in scope than a regular appropria-
tions bill. It attracts not only amendments ordinarily included in each of
the regular appropriations bills but also other amendments which might
not pass on their own but which stand a greater chance of passage
attached to a continuing resolution. Sometimes amendments attached to
continuing resolutions are the subject of much controversy and debate,
which may delay reaching agreement on the resolution long enough to
create a funding gap. In any case, under the present process, pressure is
maintained on the Congress to act.
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Ubjectives, Scope, and
Methodology

Chapter 1
Introduction

The House Rules Committee askedusto(l,a _.etien. yofcon-
tinuing resolutions and reassess our previov.s work on [unding gaps. (2)
review foreign and state government methods of handling late appropri-
ations, and (3) examine the fe:.zibility of a permanent, automatic contin-
uing resolution. (See appendix 1.) To accomplish this:

We reviewed the 90 continuing resolutions used in the last 26 fiscal
years (1960-85). T*iis period spanned seven administrations. We
examined each cor tinuing resolution to identify charzcteristics such as
dvration, appreniations coverage, funding formulcs, 'i .e-iteras, and
riders. We ther . -tistically analyzed these characteristics to determine
patterns ans: trerds in th use of continuing resolutions. Further, we
intervicwed individ uals knowledgeable about the impact of late or
uncertain feder..l fiirnding due to a funding gap or a short-te.m contin-
uing reaoluticn.
w ~wwons with individuals who had experience dealing with
YRS + also obtained information about the use of automatic
g ’ ms in foreign and state governments. In addition, we
Vo erparliamentary Union (1pU) publication! which
' . iuns to handle late budget passage in 54 foreign
o . 2se data, we initially selected 16 countries that (1)
repre. .ieu o nge of approaches to the continuation of funding, (2)
were democratic forms of government {principallv parliamentary), and
(3) were industrialized nations. For further clarification, we contacted
buds :t officials ir. our sample countries and obtained updated responses
to the IpU publication. The sample was narrowed still further to 11 coun-
tries (see table 3.1) as we reviewed available data. We also visited
Ottawa, the cap'tal of Canada, and Toronto, the capital of Ontario prov-
ince, to interview executive and legislative officials about their
budgeting system, especially regarding their frequentiy used temporary
funding mechanism. We contacted officials of all 50 states and found
that 13 had either experienced funding gaps or had an automati~ contin-
uing resoluiion provision in their statutes. We selected 7 of t' : 13 to
visit on the basis of their meeting vhe following criteria: (1) did they
have funding gaps, (2) did they have a provision for dealing with
funding gaps, and (3) did they have recent (within the last 10 years)
experience in using the provision?
We assessed six different approaches to automatic continuing resolu-
tions (ACRs). . aes« six approaches represent the major ACR options based
on the consensus of opinion from several sources, including proposcd

Valentine Herman and Francoise Mendel, Parliaments of the World (Geneva, Switzerland: Interpar-
hameantary Union, 1976), pp. 746-761.
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Chapter 1
Introduction

legislation, informal proposals by  mbers of Congress, continuing reso-
lution practices, foreign country atie. .ate practices, and our ideas. We
used six criteria to test the extent to which each approach would (1)
provide incentives to enact regular spending legisletion, (2) permit
stable governrient operations, (3) maintain stable services to recipients
of government progranis, (4) allow the Congress, given a predetermined
funding leveli, to control the budget, (5) provide for easy implementa-

tion, and (6) provide a political advantage to either the executive or leg-
islative branch.

We were cc nple eport as the Balanced Budget and Emergency
Deficit Control & - was being created and enacted. The act
estaplishes autom. . dures for reducing the funding levels for
fiscal years 1986 .« 991 if specified deficit levels are not

achieved through the re;sular budget process. We have not modified this
report to address this act’s requirements an? L.anlications. However, it
does seem to us that the Congress will want to consider both the past
experience and options described in this report ard the experience that
will be gained under the etnergency deficit control procedures in later
developing changes to its permanent rules to be used after these eme: -
gency procedures terminate.

Our work was performed in accordance with denerally accepted govern-
ment auditing standards between December 1983 and December 1984.

We obtained comments from the Office of Management and Budget, the
Congress.onal Budget Office, the Congressional Research ¢ rvice, the
state of Wisconsin, and the government of Canada on a draft of this
report. Technical changes have been incorporated where appropriate.

Pajye 13 GAO/AFMD-88-16 Continuing RResolutions and Automatic Funding



Chapter 2

History, Causes, and Impacts of
Uncertain Funding

History of Continuing
Resolutiotis: A
Common Occurrence
but Changing in Nature

A historical analysis shows that while continuing resolutions are a
common occurrence, they have dramatically changed in nature, espe-
cially in recent years. The Congress passed temporary or partial appro-
priations as early as 1798, using half-page documents which were
limited in scope. However, continuing resolutions in the 1980’s represent
a change in previous practice; they are more comprehensive, their con-
tent is more tailored to each appropriation, and they are in effect for
longer periods of time. These resolutions have been used in place of reg-
ular appropriations bills and are so broad in scope as to resemble
omnibus appropriations bills. The underlying causes for these changes
are certain inherent problems in the political decision-making process
wlich affect budget choices. Moreover, both the government and the
public feel the impact of uncertain funding, which includes both funding
gaps and short-term continuing resolutions.

For our historical analysis of continuirg resolutions, we chose the last
26 fiscal years, 1960-1985. During this period, there were 90 continuing
resolutions covering seven administrations. Specifically, we exariined
the amount of detail, duration, appropriations coverage, fundirg for-
mulas, line-items, and riders contained in these continuing resolutions.
Further, we statistically analyzed these continuing resolutiors to deter-
mine emerging patterns and trends.

Trends in Length and
Detail: Increasing
Complexity in Continuing
Resolutions

Over the 26-year period, the amount of detail and the resulting number
of pages i continuing resolutions increased at least a hundredfold.
From 1960 to 1979, continuing resolutions ranged from one to three
pages in length. Howevel, during the 1980’s, some continuing resolu-
tions were as long as 20 or more pages, and, recently. the 1985 resolu-
tion contained 363 pages.

One explenation for the increased length of continuing resolutions is an
evolving change in content ov-:r the last 26 years. From 1960 to 1979,
continuing resolutions generally consisted of three or four funding for-
mulas for the appropriations covered, a few line-item appropriations,
and little detail. Beginning in fiscal year 1978, the Congress began
repeating the content of the fiscal year’'s previous continuing resc’tiuns
in subsequent resolutions for the same year instead of simply ex .Jing
the expiration date. In the 1980’s, generally eac 1 continuing resolution,
whether it was the first in a fiscal year or an extension cf one, was long
it comparison to those of earlier years. This increase in length consisted
primarily of greater numbers of different funding formulas, line-item
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Chapter 2
History, Causes, and Impacts of
Unicertsin Funding

appropriations, riders, greater incorporation of detail associated with
regular appropriations bill language, inclusion of regular appropriation

acts in their entirety, and legislative provisions, such as the Comprehen-
sive Crime Control Act.

Trends in Duration and The 1980’s have seen an increase in the use of both all-year or nearly

Coverage all-year funding (350-365 days) and in the number of appropriations
covered in this manner by continuing resolutions.

Figure 2.1: Growth of All-Year or Nearly
All-Year Funding in Continuing

Hesolutions Appropriation Use of continuing resolutions

Agniculture ®

Defense o [ ]

District of Columbia ® ®

Foreign Assistance ® ® ® e © o o

HUD

Intenor [ ]

Legistative Branch ® o6 o

Labor-HHS ® [ ] [ e & o o

Education

Mititary Construction ®

Energy and Water ® [ ]

D¢ selopment

Commerce. Justice

State, Judiciary [ ® 0 9

Transportation o ®

Treasury-Postal

Service ® 9 © o o
R R

1970 1978 1980 1985

Note All cr nearly all year 1s defined as 350-3€5 days.
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Chapter 2
History, Causes, and lIrroacts of
Uncertain Funding

No continuing resolutions funded an appropriation for a full year in the
1960’s. In the 1970's, from one to three appropriations per year were
funded for a full year under a continuir g resolution. However, in the
1980's from two to a high of eight appropriations in fiscal year 1986
were funded all year by a continuing resolution. The appropriations
funded most often for an entire year or nearly an ent.re year were For-
eign Assistance and Labor HHS-Education.

Continuing resolutions covered 10 of the 13 arpropriations bills during

at least part of the year for 20 of the 26 years reviewed. For somewhat

more than half of the 20-year period, even the remaining three appro-
priations—Interior, Treasury-Postal Service, and Transportation—were
covered by continuing resolutions for part of each year. Based on a cal-
culation of the total number of days an appropriation operated under -
contining resolutions each year, Foreign Assistance, Labor-HHS-Educa-

tion, and Commerce, Justice, State, Judiciary appropriations ranked A
above the rect, operating under a continuing resolution a:mest one-third

to one-half of the time over the 26 ycars.

Trends in Line-Items and
Riders: More Special
Provisions in Con*inuing
Resolutions

The numbcr of line-items and riders on continuing resclutions is » mea-

sure of the increase in special provisions in these bills, especially in the

1480’s. By definition, ~ line-item appropriation provides funds for a spe-

cific program or activity, whereas a rider is a clause which either pro-

vides legislative dire ctives or imposes limitations on existing funding. In

o' analysis, if the contiruivng resolution incorporated a fuli appropria- -
tions bill either by formula or by reference to other legisiation, we

count: 1 only those line-items and riders which were separate firom the

texy 1+ such appropriastions. While the number oy line-items and riders
included in continuing resolutions does ‘ot capture all instances of spe-

cial funding or legislative provisions, it provides a rough estiinate of
change in activity.
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History, Canses, and Impacts of
Uncertain Funding .

Figure 2.2: Number of Line-items and
Riders in Continuing Resolutions From
1960 to 1985

240  Line-items and Riders
220

200 ﬂ
1%
160
140

120

60 R” 64 [ ] (14 70 72 74 74 78 L ] 82 | 1)
Fiscal Year

mwma Riders
emmmm— | ng-tems

Ove ~the 26-ear period, 463 line-items appeared in contiruing resolu-
tions bntover.  werein fiscal years 1982 and 12 33. The appropria-
tions -vith the g:c...est number of line-items were the Commerce,
Justice, State, Judiciary appropriation and *he Legislative Branch

approprizstion, again with the greatest occurrence in fis.cal years 1982
and 1983.

Whule the statistics show fewer ride.'s for fiscal year 1985, they dc .ot
fully reflect the extent of the rider activity relative to previous years
For example, in the fiscal year 1985 continuing resolution, we counted
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Chapter 2
History, Causes, and Impacts of
Uncertain Funding

the Comprehensive Crime Control Act, which would have been consid-
ered a major piece of legislation on its own, as one rider even though it
constituted over 200 nages of the 363-page law. In comparison, the more
common instance was a paragraph-long rider.

Trends in Funding: More
Formulas Used

Causes of Continuing
Resolutions

The pattern of funding formulas used in continuirg resoclutions shows
the most dramatic change in the 1980’s. In the pericd from 1962 to 1969,
the funding formulas predominazitly used for 11 of the 13 appropria-
tions were “Lower of House Passed ¢r Current Rate’ and ‘‘Lower of Cur-
rent Rate or Budget Estimate.” A less frequently used formula was
“Lowe1r of House or Senate Passed Levcls,” which tended to appear in
the absence of the previously cited formulas. This formulu was some-
what -cncenti ater! in the period 1960-62, appearing in 9 of the 13
appropriations. To some extent, this pattern of funding formula use con-
tinued through the 1970’s, with a slight increase .r. the use of “Lower of
House or Senate Passed Lcvels” (7 of 13 4ppropriations).

In the 1980’s, hor. ever, this pattern Lrgely uroke down. Funding for-
mulas varied widely and many new ones appeared. Furthermore, the
1980’s . aw greater use of reference bills? end legislative documents,
such as . mmittee conference revports, for funding formulas than the
precec. ng 20 years. The heaviesu use of reference bills in the 1980's was
concentrated in the programs for the following appropriations: Legisla-

tive Branch, Military Construction, and Commerce, Justice, State,
Judiciary.

— e+ ovo— l' —

Why suddenly in the 1980’s did contir.uir « reschtions under,  ch
change? One explanation for these chidagss; is thal they area1: ction
of difficulties ir decision-making affetin,: ‘ne budget process and the
oveiall institution of the Congress. These difficulties largely stem from
the intractakle nature of the policv choicus facing the Congress and the
inhereti: »ucertainties of a political decision-making process. To some
externi, tie difficulties rest in the traditional institutional conflicts over
budget policies hetween the executive and iegislative branches. Within
the legislative branch, the conflicts srise between House and Senate

2A eontinving resoluticn may provide funds to continie activities at a rate provided for in other
legisiation. Unless otherwise provided, the stutus of the reference bill on the date the continuing
resolution becomes law determines -vhich version of the reference biil appli-s.
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Chapter 2
History, Causes, and Impacts of
Uncertain Manding

committees, coalitions, leaders, and special interests. The political chal-
lenge lies in reconciling views which are both strongly-hcld and mutu-
ally exclusive. Though the Crngress must accomplish this reconciliation,
it is a fact of life that the range of issues «:n which the reconciliation
must be accomplished and the strength with which th: ~cnflicting views
are held have both increased in recent years. it is perhaps these reasons,
along with building coalitions strong enough to lead th. .nstitution in
reaking decisions, that result in a greater reliance on continuing
resolutions.

Another e._planation for these changes is that they represent a different
legislative approach to dealing with difficult issues—that of legis:ative
packagiug. Observers of the Congress have noted that in recent vears it
has tizimed more to legislative r ackaging as a way to combinc different
legislative items in one bill which stands a greater chance of passage
than the individual items considered separately. Two examples of this
kird of legislatio:1 are the Omnibus Reconciliation Act of 1981 and the
Tax Equity and Fiscal Responsibility Act of 1982. This technique of leg-
islative consolidation may also be indicative of a response to perceptions
of incressed congressional workload and redundant budget decisions.
This tendency toward consolidating legislative decisions is consiscent
with recent burget reforms under congressional consideration in the last
few years such as an omni:bus budget bill, an omnibus appropriations
bill, 2ad biennial budg<ting.

The following examples present two different views about the decision-
making problem in a legislative context. The first is from an Atlantic
Morthly® article titled ‘““What’s Wrong With Congress?” which expresses
the view that decizio-making is nearly impossible becguse of so many
competing interests with ovarlapning jurisdictions. The articie expiained
that in the summer ¢ “ '’ 84 the Senate majority leader v-1s negotiating a
defense anthoriz~ © .. and the defenee appropriations bill simultane-
ously with varic .« ons of a House-Senate conference committee
deadlocked on the defesnse secticn of the budget resolution. In ciher
words, he was trying to arrive at thiee different versions of the same
figure---none ~f which would be final. **This is crazy,” .he Senaice
majority leader told the Temporary Select Committee on Committees, in
a plaintive tong, ‘It makes absolutely no sense.”

« ———a

3(3reyg Castorbroc':, “What's Wrong With Congress?”’ The Atlentic, vol. 254, no. 6 (Deceraber 1484},
p. b7.
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The next excerpt, however, points out that the conflict describeu above
is built into the legislative process and that such conflicts are necessary
to get the kind of attention that produces a consensus truly expressing
the wili of the people. In an interview, former Representative Barber
Conable, Jr., of New York, then senior Republican on the Ways and
Means Commitiee, said

“‘We are really a crisis-activated institution. And that tas all kinds of interesting
implications. It means that we don't do anything unless there’s 2 consensus out
there that unless we do something, something very bad is going to happen. And that
means that we are almost inevitably behind the curve.’*

Accordingly, the imminent. threat of a funding gap is just the sort of
crisis which gets continuing resolutions passed.

Along with the problems irherent in the decision-making process, the
task of budgeting itself has become far more compiex in terms of both
the budget documents and the budget process. Not only has the federal
budget become more comprehensive, but also it dramatically involves
more funds. For example, total budget outlays grevr by over 200 percent
from 1974 to 1984, or from about $269.4 billion te about $879 billion.
ven though the budget has grown, budget choices sire more difficult
because what is generaily ronsidered thc controllable portion, that por-
tion of the budget which the Congress and the President can increusc or
decrease in a given year without changing existing legislation, has
decreased to one quciter of the total. In addition, the curient budget
process, instituted by “he Congressional Budget and Impoundment Con-
trol Act of 1974, has expanded the nuiaber of participants, r.ade the
process more visible, pioduced more budget data, and addea legislative
requirements. This has given the Congress the capability to deal more
comprehensively with the budget, bt hos in many respects complicated
the task further ancd generated redundancy in the svstem. As a result,
kudget issues increasingly dominate the congressional agenda.

In theory, continuing resolutions were only tneant tu be temporary and
limited solutions to the problem of unapproved appropriations at the
end of a .i8cal year. However, as has beei increasingly the case, contin-
uing resolvtions have become as much a part of the preblem as a solu-
tion. They have evolved from a single-page document that funded

4Congressionat Quarterly Weekly Report, vo!. 42, no. 4+ (Nov. 3, 1484), p. 2870.

Page 40 GAO/AFMD-86-10 Continuing Resolutions and Automatic Funding



Chapter 2
History, Causes, and lmpacts of
Uncertain Funding

activities for a relatively short period to a several-hundred-page docu-
ment funding activities fur the whole fiscal year and entirely sup-
planting regular appropriations bills. Fuirther, the broader scope of
continuing resclutions precents an opportur 'y to attach legislative
riders and to construct bill “packazes” contai 'ing a variety of provi-
sions, resulting from corupromises necessary !0 obtain passage.

Because a continuing resolution is a “‘must pass” piece of legislation, it
has become critical not only to the oudget agenda but aiso to the overall
legislative agenda. Continuing resoltions have provided more and more
of a “last chance” for legislative proposals that have failed the routine
steps for passage. As such, continuing resolutions are now more than a
vehicle for late appropriations-~—they also give the Congress ar addi-
tional opportunity to make legislative decisions that have otherwise
been left unresoclved by the decision-making process, a result not fully
intended or anticipated in their original design.

The follewing statement, from the Congressional Record,® by Senator
Dan Quayle, Chairman of the Temporary Select Committee to Study the
Senate Committes System, reuresents a view of what can happen il the
Senate when it considers a continuing resolution:

“Today, as the Senate prepares ts continue th> battle cn tne continuing resoluticn,
we are really entering the twilight zone of the legislative process. There will be liter-
ally hundreds of ainendments possibly offcred to this c=tcii-all bili in. the next few
days. The amendmen.s of.cred will be important to the individval Senators but
much less important t» the Senate as a whole. I am sure every Senator has four or
five possible idcas he, or she, would like to have passed. We will go througi. all sorts
of gyrations, procedural tactics, long speeches, shor: speeches and politica! pos-
turing. During thesc last few days we wil! witness the Senate at itz absolute worst.
This ‘nstitution will pass nine appropriations in ore bill. "‘hesc appropriations rep-
reseut ove. 80 percent of the amoun? in ¢ 1e Appropriations Cor mittee’s jurisdic-
tion. If we can really puss 80 percent of the Government in a fe v days, then,
perhaps we ought to just meet for a few days a year and call i’ g.ai*s.”

5 Congressional Record, Sept. 28, 1984, p. $12971.
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Assessment of the
Impacts of Funcing
Gaps and Short-Term
Continuing Resolutions

In 1981, we issued a report® on the history of funding gaps—a period
during which federal agencies have no authority to incur obligations or
to make payments—and on their impact on government operations and
on the public. (See appendix III.) In this current report, we not only reas-
sessed the issue of funding gaps to determine if any significant changes
have occurred in the past 4 years but also examined potential impacts of
short term continuing resolutions. We found that the impacts of both
funding gaps and short-term contiruing resolutions can best be
described in terms of uncertainty, resulting in administrative problems
and lost productivity. However, the 2pecific cost data associated with

these problems have been difficult to quantify and are generally

unavailable.

Update on the Impact of
Funding GGaps and
Continuing Rescoiutions

The hypothesis developed in our 1981 study was that the major impact
of unceitainty created by 1.:.Jing gaps was largely lost productivity at
an unl-owr cost. We attempted to undate this hypothesis and relate it
to continuing resolutions as well I’ .terviewing 21 individuals knowl-
edgeable about the impact of late oi’ uncertain funding. We developed
our list of interviewees from recommendations from budget experts in
federal, state, and local governments, as well as those in academia. (See
appendix IV.)

Short-term continuing resolutions and funding gaps both result in cer-
tain intragovernmental problems; one of the greatest is the uncertainty
created. As our 1981 study pointed out, such uncertainty is disruntive,
costly, and time-consuming. We found that an 11-day funding gap in

fiscal year 1980 affected some segments of the public in the following
ways:

The go~ernment delayed about 100,000 GI-bill education checks from 7
to 9 days.

The Dapartraent of Housing and Urban Development delayed nearly $48
million in housing subsidy payments from October 1, 1979, until the con-
tinuing resolution was enacted on October 12,

The government delayed for 10 days payments to about 22,000 people
disabled by black lung disease.

In two sta’¢3, the Department of Agriculture completely shutdown a
food progracn which provided supplemental food to 1.6 million pregnant
or nursing mothers and small children. A nationwide shutdown of the

SPunding Ga1s veopardize Federal Government Operations, PAD-81-21, Marca 3, 1981,
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program would have occurred several days later if funding had not been
provided.

« The government delayed for up to 2 days supplemental security income
benefits for all new applicants approved during Qctober 1980.

« Health Care Trust Funds lost between $1 million : nd $2 million in
interest because federal matching payments were delayed. General
funds absorbed the lost interest expense.

Our recent intervie #s confirmed that this situation has not changed and
is not likely to do so in light of current budgetary circurestances. For
example, each: time the threat of a funding gap occurs, affected federal

agencies must be ready to begin shutdown operations. This requirement
can be disruptive to normal of erations and productivity.

Furthermore, at state and local levels, funding uncertaiuty still
adversely affects grant-in-aid’ programs and entitlement program recip-
ients. The federal government contributes 22 percent of state and local
grant-in-aid funding. Therefore, funding uncertainty produces delays
and frustration among aid recipients and government employees.

Another example officials told us about is the impact funding gaps and
continuing resolutions have or federally funded research and devclop-
ment projects, many of which are conducted at private colleges and uni-
versities. A disruption, or even a poteniial disruption, in research
funding impairs the timeliness and cost-effectiveness of the work. Fur-
ther, many of the best-qualified research applicants may be lost because
they are reluctant to accept tentative positions, or they may not be
available for rehire should a disruption in funding occur.

Therefore, based on the consensus of the individuals we interviewed, we
believe that the fin*gs oi our 1981 study are still valid and that the
impacts described .. che study closely approximate those of short-term
continuing resolutions. However, as previously noted, the recent trend
has been toward loniger-term and even full-year continuing resolutions.

. ____________________;na -_—
mm In commenting on the discussion of the requirement for shutdown oper-
g: alu:trl‘ :S;:»\&lnd Our ations during funding gaps, OMB requested that the requirement not be

characterized as an OMB requirement, since the OMB instructions were
issued pursuant to a U.S. Attorney General opinion. We deleted the

7For the purpose of the budget, grants-in-aid consist of budget outlays by the federal government to
support state or local programs of governmental servi-e to the public,
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statement on page 23. The origin of the requirernent is described in
appendix III. (See pages 57-68.)
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Fﬁ;:eign Country and State Experience With
Late Approval of Budget and Permanent
Continued Funding Mecharisms

As part of our review of the problem of late appropriations, we analyzed .
how other governmental sy stems— foreign countries and states—
handle similar problems. This insight was iriportant. in later examining
alternate ways of dealing with delayed appropriations and in assessing
the feasibility of adopting an automatic continuing resolution mecha-
nism. In general, we found that although several foreign countries have
constitutional or statutory provisions to continue funding in the absence
of a budget, few have had occasion to use these options. In addition,
fundamental differences in political systems, especially the se.aration
of powers and fixed terms of office in the United States vers 2pa-
ration and variable terms of office in parliamentary countr. - _e for-
eign experiences in bandling funding matters not fully relatavle. Also,
we found that even though the1:ajority of the 50 states have had little
or no experience with late approval of budgets, those states that do
have a provision to continue funding have adopted a variety of alterna-
tives to deal with this problem.

1ax

: Foreigr countries have generally dealt with the prospect of laie budget
Forelg.n Country approval in one of three vays. Temperary funding is provided (1) auto-
Experience matically, (2) by special legislation, or (3) by executive authouity. (See

-~} 3.1.) National constitutions usually contain such authority
altiwough some countries have placed this authority in their statutes.

For each of these three funding methods, budget coverage and funding
levels may vary. Budget coverage ranges from all activities approved in
the previous year's budget to all activities recommended in the execu-
tive’s budget to a list of specific activities. Funding levels are set at
either the ;_revious year’'s level, the level recommended in the execu-
tive’s bu-get, or at a level as needed.
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Tebie 3.1: Temporary Funding
Msesures Avaliable in Selected
Foreign Countries

Options

Funding levels

Countries

1. Automatic continuation of
funding

A) Previous year
B) Certain activities only

Austria
West Germany
Finland

2. Tempc - “inding
approvec . Jjislature

A) Previo'is year

B) Proposed budge:

C) Certain activities only
D) As needed

Netherlands
France*
Canada
Australia

Denmark
Norway
3. Temporory funding A) Previous ycar France*
continued through executive B) Proposed budget Spain
authority Brazil

Note: This tibie illustrates representative Lu. not exhaustive examples.
SFrance has tvic options available.

Use of Available Options

Of the ccuntries in our sample (shown in table 3.1), most have had little
or no occasion 1o vse the option available to continue fungGing in the
absence of a budget. One possible explanation for the lack of experience
could be that many of these countries’ governments -re organized under
the parliamentary system. Under such a system, if the parliament would
actually reject the executive’s proposed budget, this aciion could be
interpreted as a “vote of no confidence,” which would require the
administration in power to resign and new elections to be held. Given
the consequence of rej=cting the budget, we found the countries in our
sample had little need for using the provisions available. However, for
countries which follow the British parliamentary system, as Canada and
Australia do, the parliamaents have often not completed their considera-
tion of the new budget by the start of the fic.al year. 'therefore, the
rarliaments routinely approve temporary funding measures to be effec-
tive at the start of the fiscal year and approve the full budget later.

The CanadTaix
Appropriations Process

Canada uses its temporary funding option “requently, largely because of
the ... of the Canadian appropriations process and of its schedule of
s' oply (appropriations) bills. Each year around February, the Prime
Minister submits to the Parliament the main supply bill, which is
roughly anaio”ous to the President’s budget request (exg 2nditures only)
in the United States. Since Canada’s fiscal year begins April 1, the Par-
liament does not have much time to consider fully the main supply
request. By statute, the Prime Minister has authority to request parlia-
mentary approval of temporary funding until the main supply bill has
been passed. Normally, the Parllament approves such a measure, the
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State (overnment

Experience

interira supply bill, in late March. The interim pbill contains the same
funding level as the main supply biil and is in effect for the first 3
months of the new fiscal year Therefore, interim supply can be com-
pared to a continuing resolution with funding levels and coverage based
on the executive budget request. Under the Canadian system, the
funding levels specified in the executive budget request are almost uni-
versally enacted into law.

At the outset, it should be noted that 20 states have iiennial budgets.
For these states, even if their budgets are chronically late, a problei
would only occur every ? ~ears. However, the majori*y of the 50 states
have little or no experier..c with late approval of budgets. The seven
states we visited have approached the potential problem of late budget
approval using onc of five opiions to continue government, operations.
(See table 3.2.) Three oyticns provide temporary funding: One automati-
cally provides funding, a second necessitates special Jegislation, and a
third requires executive authority. Another option, however, provides
no funding but authorizes the state to obligate but not to expend funds
The first three options are gererally based on statutory authority, while
the last has its basis in the concept of a moral obligation ‘o continue
government services. If none of these options were available or used,
states would be forbidden to obiigate or expend any funds.

In the states where these optiols exist, the activities covered (until new
budget approval) are usually those approved and funded in the previous
year's budget. Two states, however, have chosen 0.1 occasion to fund a
limited numbar of previous-year activities, while one state chose to add
ncw activities to those of the previous year. Funding levels are generally
one month increments of the previous year's funding. When the funding

level is riot set at the previous year's level, it is set at whaiever level is
needed.
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Foreign Country and State Experience Wita
Late Approvul of Budget and Permanent
Continued Funding Mechanisms

Talde 3.2: Temporary Funding S : : . ~ v
Measures in Selected States Options Funding leveln Stater,
1. Automatic continuation of  A) Previous sar Wier.onsin
funding ' sexico
« 2lsland
2. Temporary funding A) Previous year Massachusetts®
approved by legislature Bz Certain activities only Mussachusetts®
) C) As needed Pen, sy lvania
3. Temporary funding A) Certain activities InCienia
continued through executive
authority -
4. Authority to obiigate but A) Pravious year California
not to expend Massachusetts®
Note: This table illustrates repre sentative but not exhaustive examples.
*Massachusetts has more than one option avaiable.
Use of Available Options Although options for contir* 2d funding in the event of late budget

approval exist iv: some states, the majority of these states have nad little
or no actual experience using these nptions. Howeve ', in the past
decade, California and Massachusetts have experienced delays in getting
their bu.dgets approved and have often operated v-*thout funding in
order to conunue government services. State :mployees generally report
to worl:, but the state does not 1ssue any checls or warrants, The state
may slow down some activities such as procurement, but otherwise the
atmoaohere is “‘business as usual.” Unlike the federal government, these
states do not begin shutdown prncedures because they have nothing
comparable to the Antideficiency Act requiremcnts (see *‘funding gaps”
in glossary) in their statutes.

Wisconsin and Its Statutory
Autcmatic Continued

Funding

Of the states we visited. Wisconsin is the only one which frequently uses
an automatic funding mechanism. In its state statutes, Wisconsin has a
provision that automatically funds state activities at tl.e previous year's
funding level until the regular appropriation is approved. Wisconsin has
cperated under this provision in 8 of the last 12 biennial budget cycles,
usually for 1 month or less. Wisconsin has developed spec'fic procedures
to follow wkile operating under this provisicn. For exarple, allotments
are autom:.tically made at specified levels. In addition, the secretary of
administration closely monitors revenues and expenditures during this
time. Finally, Wisconsin has four different appropriations types which
further govern the spending ievel. These include:

annual appropriation (previous year's level),
biennial appropriation (pcevious biennial level),
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Comirents and Our
Ewvaluation

sum-sutiiciert appropriation (such sums as necessary, usually the esti-
mate in t! - pending biennial budget uniess this represents a policy
change), and

continuing appropriation (available until depleted or renealed, con-
sisting of end-uf-year balance and anticipated new revenues).

State officials feel this rie.hanism provides a desired stability of ser-
vices during «ne interim period. At the same ime, the inevitable rassage
of the pending budvet is not threatened becausz other incenti ves such as
the part-time nature of the legislature and public pressure force the
r..empers to pass the budget viil. Furthermore, a t.emend- us incentive
for membe.s to pass the bill is built into the burdget process because the
budget bill ‘s all-inclusive, setting both ongoing sperding and revenues
a= well as new services the legislators, agencies, and lobbyists want. In
addition, by 1: w, the legislature may not pass any bill which approvpri-
ates more than $10,000 or decreases revenues by the same amount until
the bud ¢ bill has been passed. Consequernitly, passing the budget bill is
tholegis  are’s principal task each session and musi be accomplished
before t}. legislature cun move on to most other business.

1n conamenting on the descriptic.. of Wisconsin's budget process, the
state of Wisconsin's Department of Administration sugges'ed several
changes to the description to make it more accurate and underste ndable.
We corcurred with all the suggested changes and have incorporated
them into this chapter.
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Chapter 4

Automatic Conitinuing Resolution Approaches:
An Assessmeat

Late passage of regular appropriations bilis results in one or both of the
tollowing events—a funding gap or passage of 2 continuing resolution,
neither of which is without problems. On the one hand, funding gaps are
often characterized as threatening agency shutdowns, creating an atmo
sprere of confusion and uncertainty, and incurring unnecessary cost. +»
funding x2p at the federal level has the potential to affect millions of
Americans, such as people on fixed incoines who experience a delay in
receiving their entitlement checks. Also, states may be put in the posi-
tion of using their own moneys to fuad federal programs.

On the other hand, continuing resolutions are characterized as (1) being
difficult to interpret, es”.ecially program amcunts and duration of terms
an.” conditions, (2) creatir.g planning difficulties when funding levels
and program limitations are subject to change several times in a fiscal
year. and (3) being vulnerable to attachnient of controversial riders
which often delay ~assage and threaten fundiag gaps. The Congress is
concerned about the problen. of late appropriations and the resulting
difricultirs. Some 1aembers have sujgested that perhaps a permanent
meciranism to continue funding could solve these difficulties.

Althougl this study and our 1981 funding gaps study (sze chapter 2)
somewhat overlap, ¢ ~e critical difference exists. The 1981 study lookec
only at the problems caused by funding gaps and recommended enacting
legislation permitting agencies to obligate but rr.t expend funds during
periods of expired appropriations. In this study, the committee : sked us
to lock at rot only funding gaps but also co:itinuing resolutions and to
assess the feasibility of an automatic continuing resolution. When
viewed in \his broader context, the position taken in the 1981 report is
somewhat moot becausc it would serve only as a short-te:m solution to
funding gaps but would not necessarily eliminate continuing resolutions.
In this study, we assumed that no funding gap would occur because the
government would operate under some form of continuing resolution.
Thi. study considers which form of a continuing resolutic : would be
best to operate under.

Appropriations Process
With an Automatic
Concinuing Resolution

The concept of a permanent (and thus automatic) continuing rcsolution
has been ofiered as a possible answer for the problem of late approoria-
tions. Without question, such a mechanism would significantly change
the appropriations prccess. Funding for agencies to atay in operation,
when their appropriations bills have not been passed, would continue
automaticaliy without congressionsl or presidentia) action. To arcom-
plish this, the Congress would have to enact a permanent law.
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Assessment of ACR
Approaches

Unl.ke a traditional cont.::uing resolution, the utomatic continuing res-
olution (ACR) method of continuing funding, once established, would not
be subject to House and Senate votes, presidential signature or vetc, or
any amendmentsg, It would completely bypass the legislative process and
be autornatically effective without delaying amendments or threat of
veto. Therefore, unaer this process, at the hegipni. |, of the fiscal year,
the ACR mechanism would automatically fund any agenc.es “'nded by
appropriations bills which had not yet passed. This mechanism would
preclude the possibility of funding gaps. However, in contrast to the reg-
ular appropriations process, the funding levels in effect under the ACR
mechanism would not necessarily reflect current program needs. To
change any or al) of the acR funding levels. the Congress would need to
pass further legislation such as regular appropriations billr, a tradi-
tional continuing resclution, or even amendmens to the original ACR law.

The prospect of having this mech. 1ism available raises several ques
tions concerning its effect on the process: What incentives to enact reg-
nlar appropriations bills would the Congress have if funding continues
automatically? How can stable governm- it operations end services be
maintained? w can the Congress maintain control over th purse?
Would an ACR provide a political advantage for cither the legislative or
the executive branch? This chapter presents our assessment of various
ACR approaches in which we address these and other questions.

We considered approaches from several sources: the requester, proposed
legislation, mocels used in foreign countries, and those we developed.
We decided on six criteria to use in this assessment. The requester sug-
gested some criteria: stability of government o erations (including dis-
ruption and waste) and incentive to enact regular spending legislation.
(See appendix 1.) Our other criteria represent the additional factors to
consider in determining how any of the ACR approaches might work and
how they might fit into the present budget process. W :n we assessad
the various ACR approaches, we attempted to evaluate the ext:nt to
which they would

provide incentive to enact appropriations bills,

permit stable operations of government,

maintain stable services to recipients,

permit the Congress to maintain its control of the public purse,
be easy to implement, and

affect the balance of power between the legislutive and executive
branches.
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Six ACR Approaches
Considered

It is net possible to fully as~ertain how the approaches would perform
without sonie way of testing them. Therefore, we limited ourseives to
our best judgment. of how the approaches wouild probably measure up.

The six approaches represeni the meicr ACR options based on the con-
sensus of opinion from several sourc.s, including proposed legislation,
informal proposals from members of Congress, cuntinuing resolution
practices. foreign count.’y and state practices, and our i-leas. (See
appendix V.) The six approaches we looked at differed primnarily in
terms of two important factors—action- forcing and stability.

1. Current Rate Approach

Funding level - Total funds which were available for obligation in pre-

vious year, inciuding carryover balances. (Current rate refers to a sum
of money rather thun 2 program level.)

Cover ige - Includes a1l activities conducted in previous year. Entitle-
ment recipients receive schieduled cost-of-living adjustments (COLAS).
Restricts federal comparability pay increases. ‘

Source - This is a modificati: - of the form- ‘a “current rate” used in
coatinuing resolutions because it allows fo. cost-of-living adjustments
for certain entitlements. This is a similar approach to that taken for pro-
posed automatic continuing resolution legislation introduced Ly Repre-
sentatives Dingell and Mineta.

2. Current Operating Level
Approach

Funding level - Sufficient funds to mainta‘n programs at the same
gctivity level as a4t the end of the previous year. Generally, an increase
in total funds available for obligation from previous year's level.
Coverage - Includes all activities conducted in the previous year.

Source - Used once in a continuing r.solution.

3. Legislation Passed by
Either House Approach

Funding level :-;aries depending on how far the appropriations bills
have progreased in the legislative process and can change each quarter
if further legislative action occurs.
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Coverage - Includes all activities as defined by the versions of the appro-
priations measures furthest along in the legislative process and can
change each quarter if furthe* 'egislative action occurs.

Source - Developed by GAO.

4. Lowest Level Approach

Funding level - Level representing lower of House or Senate action.
(Variation sets level at lower of House or Senate action or the Presi-
dent’s budget.)

Coverage - Includes all activities 4s defined by legislation setting lowest
funding level. (Variation would define coverage as that in legislation or
the President’s budget, whichever had the lcwest funding level.)

Source - Used in continuing resoiutions.

6. President’s Budget.
Approach

Funding level - Level set forth in tiie President’s budget estimates for
October 1 of a fiscal year. (Could be subject to revisions.)

Coverage - Includes all activities set forth in the President’s budget esti-
mates for October 1 of the new fiscal year.

Source - Used in some foreign countries.

€ Restrictive Levels

A. Graduated Reductions

Group of approaches, all restrictive in nature because each has some
feature which induces congressional action.

Funding level - Cut to current rate, then decreased by a set percent at
regular intervals, PN

Coverage - Includes all activities conducted in the previous year.

Page 88 GAO/AFMD-86-16 Continuing Resolutions and Automatic Funding



Chapter 4
Automatic Continuing Resolution
Approaches: An Asecssment.

B. Fixcd Redu+tions

C. Withhold COLAS

D. Fede~ "1 Pay and Funds for
Relate .upport Services

Souice - Developed by GAO.

Funding level - Cut to a fixed percentage of current rate.
Coverage - Includes all activities conducted in the previous year.
Source - Developed by GAo.

This approach would be treated as an amendment to ar. ACR &t current
rate.

Funding level - Indexed programs are held at current rate or receive par-
tial COLA. '

Coverage - Depends on definition. Could vary to cover only annually
appropriated entitleinerts or all indexed programs.

Source - Adapted from ideas in House Budget Committee Chairman
Jones' proposals and in Senator Dole’s 1983 budget plan.
Funding Level - Rate ~f preceding pay period.

Coverage - Salaries of federal employees and the cost of basic support
services, such as water and electricity. Includes no funds for programs.

Source - Developed by GAO.

Criteria

In order to assess the various approaches to an ACR, we selected six ori-
teria. (See appendix V1.) Some criteria are based on the r¢ juester’s sug-
gestions, and the last two were added because we believe they are
important to the stability of the nolicy-making process.

Action-forcing - Feitures in an ACR that provide incentives for the Con-
gress to act on appropriations bills either because funds are provided

counter to the Congress’ wishes or congressional prerogatives are
lessened.

Stabl. recipient services - Features in an ACR that ensure continuity of
services or little or no interruption in full benefit levels to recipients.
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Stable government operations - Features in an ACR that ensure con-
tinuity of government operations and involve little or no waste or dupli-
cation of effort.

Majority congressional control over the purse maintained -Features in
an ACR that reflect the majority of the Congress’ will over funding deci-
sions and do not provide a political advantage to the executive branch.

Easy implementation - Features i1 an ACR that make it relatively easy
for the executive branch to incc norate in its planning and hudgeting
systems and for.the Congress to L. ndle from a political standpoint.

Relative political advantage - Features in an ACR that would not
undercut congressional or executive influence in funding decisions.

Assessment

For purposes of our assessment of the various approaches to an ACR, we
analyzed each one as if it had already been udopted. Our assessment of
the ACR approaches is presented in a matrix (see appendix VII) which
shows how each approach would fare when weighed equally against
each of the first five criteria presented above, as well as against the
other approaches. The two ACR approaches judged better than the rest
are “legislation passed by either house” and *‘current rate.” They scored

higher than the other approaches based on our subjective scoring (high,
moderate, and low).

Legislation Passed by
Either House

Action-forcing - This approach would be considered moderately action-
forcing. Before the new fiscal year begins, it would be highly action-
forcing as it would act as a strong incentive on each hotise to complete
action on appropriations bills in order to influence the acR funding level.
However, after the new fiscal year begins, these action-forcing features
lose their appeal for the house whose decisions were the basis of the ACR
funding level for the first quarter of the fiscal year.

Stable services - This approach would yield a high degree of stable recip-
ient services because the potential exists to incorporate economic

changes over the past year into appropriations legislation passed by
either house.

Stable operations - This approach would permit government operations
to continue at a highly stable level due to the opportunity to reflect eco-
nomic and programmatic changes in the ACR funding level. Furthermore,
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for all programs covered by the ACR, the continuity of operations in all
likelihood would be unimpaired.

Congressional control naintained - This approach allows the Congress
exciusive control and maximum flexibility over the ACR funding level.
Congressional priorities would be reflected in either the House or Senate
vills, or both, with the sole exception being the use of current rate in the
event of inaction by both houses.

Ease of implementation - This approach would be moderately’ easy to
implement because the degree of ease would depend on when the legisla-
tion passed and what its funding level was. Both timing and amount
would affect ager.cy planning.

Current Rate

Action-forcing - Current rate would be moderately action-forciny on the
Congress to act on appropriations bills. Potential pressure from benefi-
cicries would exist in the short and long run, depending on the ability of
agencies to absorb the cut in real dollars. However, no pressure from
entitlement recipients would occur. The degree to which current rate is
action-forcing would increase if the Congress wants to begin new
programs.

Stable services - The current, rate approach affords a fairly high degree
of stable recipient services, primarily through cutbacks on internal func-
tions such as training and travel, and through some transfers and repro-
gramming of funds. During periods of low inflation, this approach would
permit services to continue at close to the previous year's level.

Stahle operations - High stability of government operations is possible
with the current rate approach, especially during periods of low infla-
tion. Any negative effects would be notizeable either in periods of high
inflation or over the long-term. The effective operation of government is
not threatened by current rate, nor does waste occur due to disruption
of operations.

Congressional control maintained - Congress maintains moderate control
over the purse with the current rate approach. Current rate’s funding
levels and coverage would reflect congressional priorities of the pre-

vious year. This fact diminishes immediate control over the purse and
could hinder a new Congress.
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Ease of implementation - The current ratz approach would be easy to
implement, Calculating program amounts would not be difficult, as they
would be the same as in the prior year. Furthermore, as this funding
level is frequently used in continuing resolutions, operating in this way
would be familiar to the executive branch and the* ngress.

Funding Levels and Present
Program Needs

As mentioned earlier in this chapter, an ACR mechanism would go into
effect automatically, bypassing the legislative process. Because an ACR
mechanism would become effective in this manner, the Congress alid the
President would not set program funding levels based oa present neec's,
which they can do under the normal appropriations process. With some
of .he ACR approsches, such as “legislation passed by either house,” the
program funding levels would be determined in relztion to action by at
lcast part of the Congress and, therefore, refiect to a degree a considera-
tion of present needs. Similarly, the ACR approach using the President’s
budget to establish funding levels represents the admiristration’s deter-
mination of present program needs. However, other ACR approaches,
such as “federal pay only,” “‘graduated reductions,” “fixed reductions,”
and “‘withhold coLas,” would contan f..nding levels not directly based
on present program needs but rather on an arbitrary formula designed
to encourage congressional action. Other ACR approach=s, “current rate’
and ‘‘current operating level,”’ set furding levels to correspond with a
prior determination by the Congress and the President of program needs
rather than a current assessment. Therefore, the fundirg levels pro-
vided by an ACR mechanism do not result from consideration and enact-
ment of individual appropriations bills nor represent agreement hy the
Congress and the President on present program needs.

Assessment of Politicea.
Advantage

The assessment of ACR approaches agains: our first five criteria indi-
cates that the “legislation passed by either house’ approach and the
“curreni irate” upproach fared better than the others. Having narrowed
the approaches down to these two, we used our sixth criterion—the
political ad vantage of ACRs—as a final test.

The Rules Committee’s concern regarding the political advantage was
whether an AL? would ‘undercut congressional influence by guaran-
teeing the operation of government, thereby arming the Executive with
a two-thirds majority requirement for congressionally initiated policies
opposed by the Executive.” More snecifically, the committee wanted to
know to what extent might it be to the President’s advantage to prefer
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operating under an ACR if the Congress were trying to enact presiden-
tially-opposed policies and if it would have to override a veto to be
successful.

We chose to separate this last criterior from the others because it raises
an issue fundamental to the American political system. Although we
don’t see any pot- ntial violations of constitutional principle, we feel this
issue 18 of greate " significance than our other criteria and, therefore,
suitable as a final vst.

We assuined as a starting point in our analysis that the norm for the
political advantage question was the influence exercised by both
branches in the present appropriations process. We then assessed the
extent to which the last two approaches increased or decreased this -
inﬂuence or had no effect on it.

The funding level of the “legislation passed by either house approach” is
a result of House and/or Senate action without direct presidential
action. In this insta «ce, the Congress strongly influences the: ACR funding
level, with minimal, if any, inflnence by the President, producing a defi-
nite shift in the political advantage awa s from the President. Since this
approach would give such a marked advantage to one branch, we elimi-
nated it. In the second instance of the “‘current rate approach,” the Con-
gress and the President jointly infleenced the ACR funding level in the
previous year. This approach would appear to have a more neutral
effect on the political advantage.

At this point in our assessment of political advantage, we carried our
analysis one step f irther .0 determine if the apparent neutral effect of
an ACR at current rate o the political advantage would be consistent
over time when played out in various political scenarios. Our scenarios
focus on the system of appropriations decisio. -making. The primary
participants i this system are the Congress and the President. These
participants are all able t~ influence the outcome of appropriations deci-
sions. When there is general funding agreement, *hese decisions are not
particularly difficult to arrive at. However, when strong differences
exist, the decisions become more difficult and often compromises are
10ade because ultimately bills must be passed and signed into law, Gen-
erally, however, the Congress and the President must reach agreement
in order to provide any fede.al funding. Our scenarios comyprise this cur-
rent system of apprcyriations decision-making with one critical addi-
tion—an ACR at current rate is available in the event appropriations
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expire. This feature of automatic funding may affect the behsvior of the
system’s participants, especially their desire to reach a compromise.

Under this system, the Congress and the President would continue to

work toward the goal of enacting annual appropriations acts providing
funding for all government activities. If, however, this goal were not
accomplished, the ACR would become activated and provide funding for

those programs o¢':erwise not funded. Since the funding level provided

by the AC» would be the same as the previous year’s, the ACR would

maintain the “‘status quo.” We consider the effect as creating a bias
toward whichever branch of government, either the legislative or execu- -
tive, that desires funding levels in the upcoming year to be similar to o
those set in the previous year. Thus, depending on t::2 particular goals
of each of the two participante in the system, the activation of the ACR
setting the funding level at current rate could theoretically shift the
political advantage toward either the Congress or the President. Toillus- . °
trate the extent to which such a shift could occur, we have developed f’—
three scenarios involving ACR at current rate (unless noted otherwise).

In considering these scenarios, policy differences and similarities have
been greatly simplified and generalized, and a high degree of party unity
is assumed. In reality, it is more likely that policy differences will vary
from issue to issue. Over the course of making decisions for all appropri-
ations, some compromises will be reached, producing somewhat of a lev-
eling effect acrss the appropriations. For example, in any given
administration, on some issues the Congress will be more successful at
achieving its goals, while on other issues, the President will be nrore suc-
cessful. We have generalized these differences in our scenarios to repre-
sent the overall trend of goal achievement on appropriations issues each
year. Keep in mind that the actions which would preclude or disengage
funding under an ACR would be either passage of a regular appropriation
or the congressional override of a presidential veto.

Scenario 1. In our first scenario, the assumed political composition is the
same party in the majority in both houses of the Congress as in the pres-
idency. Historically, this political composition has existed 67 percent of
the years during the period 1789-1986 and 46 percent of the years from
1960 to the present, though it has not been the political composition
since 1981. This scenario also assumes general agreement on gos!s
among all participants. (We have no statistical data on how frequently
such agre:ment, L.as occurred.)
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If we assume all participants desire a funding level other than current
rate, either more or less, it is unlikely thai Lia ving the ACR in the system
would result in a shift in the political advantage because hoth the
majority party in Congress and the President would have sufficient
influence to enact legislation providing funding at desired levels.

Scenario 2. In this scenario, the assumed political composition is the
same party in the majority in both houses of the Congress and a dif-
ferent party in the presidency. Historically, we have had different par-
ties in power in the Congress and the presidency 17 percent of the years
from 1789 to the present and 39 percent of the years since 1860. In
terms of goals, we examined two variations in this scenario. The first
variation assumes similar goals tut degrees of difference on the manner
of their accomplishment. Four possible combinations result. In two of
the four combinations, the ACR-current rate is closer to the congressional
goal, and, in the remaining two, the ACR level is closer to the presidential
goal. The extent to which this variation of the scenario produces a shift
in the political advantage toward either branch depends on whichever
branch's goals are closer to the status quo or current rate.

The second variation of this scenario assumes the Congress and the
President have fundamentally different goals. It appears that thi;s varia-
tion could shift the political advantage toward either branch, d ‘pending
on whose goals are closer to the status quo. However, if the Presicent
chose to veto any legislation représenting congressional goals in favor of
the ACR level, the level would be closer to the presidential goal, which
would indicate that in this variation the political advantage is shifted
toward the President.

Scenario 3. In the last scenario, the assumed political composition is the
same party in the majority in one house of the Congress (C1) as in the
presidency (P) and another party in the majority in the other house of
'the Congress (C2). Historically, this political coniposition has existed 15
percent of the years during the period 1789 to the present and 16 per-
cent of the years since 1960. We assumed the goals of the President and

the one house of the Congress to be generally the same but different
from the goal of the other house.

In this scenario, the political advantage would shift to favor the Presi-
dent and the house of his same majority party. However, it is also pos-
sible that this scenario might encourage inaction in the Congress and
diminish the desircability to reach compromise. For example, if C2
viewec( the ACR level as nreferable to the P/C1 level, it could work to
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slow down or stop the legislative process until the ACR were activated.
Even if suci strategies were initially emplcyed, it seems that eventually
compromises would have to be struck rather than risk the smbarrass-
ment of a legislative stelemate (total legislative paralysis).

Summation of Current Rate

Conclusions

In summary, the committee wanted to know to what exter+ it would be
to the President’s advantage to operate under an ACR if the Congress
were trying to enact policies *he President opposed and had to override
a veto to be successful. In answer to this question, it is to the President’s
advantage under all such circumstances to operate under an ACR.

Conversely, if the President desires change and the Conigress does not, it
is to the advantage of the Congress to operate under an ACR. The extent
of the advantage to either branch depends on how closely the desired
change is to the status quo.

Historically, however, the same party which has occupied the presi-
dency has also been the majority in both houses 67 percent of the time.
Under these circumstances, there would not seem to be much concern
over a shift in the political advantage The greater potential for a shift
occurs when a differ>nt majority party occupies each house of the Con-
gress, This occurred only 15 pern=nt of the years since 1789 und L5 per-
cen, of the years since 1960, but this nas been the political composition
since 1981. From a historical perspective, therefore, an ACR sho'ild not
raise major political advantage concerns.

The Congress is concerned with its use of continuing resolutions as a
means of keeping the government running. Two reasons oxist for this
cor::.n. The #ret is that although the use of such temporary funding
measures is n. t new, in the last b years the Congress has incrrasingly
relicd on their use as a substitute for regular appropriations bills rather
than on interim funding. Secondly, since a continuing resolution is gener-
ally considered in the final days of the fiscal year, its passage is crivical
to avoid & funding gap, which could result in a shutdown of all or por-
tions of the government. Under such time pressures, a continuing resolu-
tion often emerges containing a host of additional provisions which
result from compromises necessary for passage. In this way, provisions

proposed on the floor can become law without going through the normal
legislative process.
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Sometimes sufficient controversy concerring a continuir:g resolution
provision delays passage and produces a funding gap and a furlough for
hundreds of federal employees, ar occurred for one day on October 4, B
1984. Both funding gaps and funding under continuing resoclutions
create uncertainty within and outside the federal government. From the
standpoint ~i government cnerations, an unknown cost in lost produc-
tivity occu' 3 because of this uncertainty. An automatic continuing reso-
lution would put an end to funding gaps. An ACR would provide
continuity of program funding and perhaps enabie the Congress to focus
on the major appropriations issues without the distraction of the contro-
versial amendments often associeted with continuing resoiutions.

The ideal solution to the problem of continuing resolutions and funding
gapx would be the timely enactment of the 13 reqular appropriations
bills. However, if such enactment is not posaible, is an ACR feasible for
interim funding? Experience with these kinds of mechanisms or with
sircilar ones is limited. In a few instances, states and foreign countries
have used such interim measures succeasiully, theugh for the most part,
state and foreign country budgets are routinely 1pproved on time. -

Whether or not the Congress chooses to establish an ACR feature in its
apyropriations process will depend to some degrea on reconciling the
trade-offs between the various sssessment criteria, especially between
situations that force decisions and those that provide stability.

_If the Congress dc.ides to take such a step, in our view, a continuing
resolution that would occur automatically, that is, not be dependent on
specific congressicnal action at the end of each fiscal year for enact-
ment, would provide stability to continued agency op-rations when pas-
sage of appropriations bilis is in doubt, We believe that the level of
funding for agencies during thsse temporary funding periods should be
based on the !evels established in the prior authovization and appropria-
tion statutes. This option, which we call the current rate approach,

ensures little or no disruption in government operations or program
continuity,

provides some incentive, which increases during periods of inflation, to
enact regular speading legislation for nonentitlement programs,

allows entitlement recipients to receive schedu.ed cost-of-living
adjustments,

is consistent with previcus corgressi-al decisions,

is generally easy to calculate because ‘t is based on known funding
levels, gvd

Page 44 GAO/AFMD-86-18 Continuirg Resolutioas and Automat’ ¢ Funding



Chroter 4
Autonatic Con dnuing Resolution
Approaches: An Ass sement

does not shift, in most instances, the politica' advantagz iv: *' - appropn-
ations process between the legis'ative and executit’e brancaco.

In our assessment of the .easibility of different ACR app oaches against
six criteria, current rate suriace« as the most promising approacis con
sidered. One potential drawback of this option, howev=y, is that it can
reduce the pressure on the Congress to reach funding decisions, which
could lead to agencies cperating under tempora~y funding measnres for
extended neriods of time.

It is aJso our view that it is this very drawback which may suggest that
now is perhaps not the time to change the ap.ropriations processina
way that could reduce pr~ssure on the Congress to mai-= decisions. From
a listorical standpoint, an ACR of some form probably ¢ould have pre-
vented some funding gaps and their related disruptions. However, the
decision to incorporate an ACR featur: ' ito the appropriations process is
a political one.

Comments ana Our
Evaluation

In commenting on this report, OMB stated that it would prefer to have
the Congress \ry to eliminate: impediments to the timely enactnent of
appropriations act<. rather than relv on escape mechanisms. We share
this view, as found on page 44 of this report. Our position ia not as
strongly stated as OMB’s because the Congress has rarely hee.a succesaful
in timely enactment of all appropriations bills, thereby making terapo-
rexy furding g fact of life.

OMB has thiree principal objections to selenting any ACR option:

1. An ACR could reduce pressure on the Congress t0 make timely funding
decisions.

2. Major portions of government cotild opersce for extended periods of
time without House, Senate, or presidential action.

3. Constitutional questinns may be raised in applyi:g an ACR to Defense
Department appropriations. OMB suggests an extensive legal review to
address these questions i’ an A'R option is to be seriously considered.

We concur with OMB's first two objections, as stated in the report on
page 44. “he third objection, roncerning possible constitutioaal issues,
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refers to the Congress’ power to raise and suppert armies (article I, sec-
tion 8, clause 12 of the Constitution), which limits the period uf availa-
bility of appropriations to not more than 2 years. In reviewing the case
history on this provision, our Office of the General Counsel found that
the interpretation of this limitation has been narrowly construed to
apply only to personnel and to operations and maintenance accounts.
Therefore, the multiyear appropriations for weapons systems, for
example, are outside this limitation. The Office of the General Counsel
concludes that an ACR cov-ring the Defense Department would not vio-
late this provision because an ACR, like the current continuing resolu-
tions, would . -eate a new appropriation, when activated, with funding
for personnel and operations and maintenance accounts available for 1
year.

AL T T N Ca
I AR

CMB also expresses concern over the -lisruptions of government services
and the hardships they cause, which the report discusses in chapter 2
and in appendix II). oMB further states that in view of these reported
disruptions, it is aprropriate to discuss a means to prevent them. We
sought cla:ificavion of this coniment. In this regard, OMB .8 suggesting a
cooperative effort between th: Congress and the executive branch to
focus cn a realistic timeuable of available legislative days in which to
complete action on the 13 regular eppropriations bills and to work
toward meeting this timetable. We support such a suggestion and offer
our assistance if appropriate. In addition, OMB agrees with us that an ACR
at current rate would preserve the atatus quo, as the report states on
page 41.

oM3's final point also required some clarification. OMB states that
“while...responsible governmen* management demands timely action by
the Congress or the budget, it also requires us to consider less attractive
options in light of recent experience.” OMB clarified this statement by
explaining that in view of recent experience with la*e appropriations, it
prefers to rely on government shutdown procedures or the threat of
them to put pressure on the Congress to act. We continue to be con-
cerred about the disruntive effects of funding gaps on the efficiency of
ongoing government operations, as this report discusses it chapter 2 and
as we stated in our 1981 report Funding Gaps Jeopardize Federal Gov-
ernment Opsratjons (PAD-81-31, March 3, 1981). In tne 1881 study, we
recommended that “‘the Congress incur chligations, but not expend
funds, when appropriations expir2.'’ That pos.tion still seems to be an
appropriate minimum change to the appropriations process.
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" Request Letter From the House
Committee on Rules

Lot Ainety-Cighty Congrens ELINEY L LATYS, IO
e S we .S, Wouse of Representatives o v
SRS e s it o exeon. .

" - Committee on Roles
g Washingten, D.C. 20518
9 APP SRR

June 29, 1983

iicaorable Charles A, Bowsher
Comptroller General of the United States
‘lashington, D.C. 20548

Desr Mr, Bowsher:

The House Rules Committ.a is exasmining the operation of the congressional
budget process through its Tast Forze on the Budget Process. The task
force, which is chaired by che I. orable Anthony C. Beilenson of California,
is conducting hearings and work seseions to identify areas where tie process
could be improved, and to review various ~voposals for achieving these
, improvements.

Excessive use and abuse of coatinuing resclutions and fund.ng gaps
caused by cheir late enactment have bean cited as serious problems in the
budget process. Proposals have been made for Congress to enact a permanent
continuing resolution botn to eliiinate funding gaps and to ensure timely
enactment of appropriations. The Committme would bs grateful for your
assistance in assessing specifically the effectiveness of various forms of
permanent continuing rarolutions to meet these problems, ard for bringing

to light other implicatious of using this device whichk you think are
ralevent to the work of the task force,

As a Cirst step, the Committes requests an historical veview of
congressional usage of continuing rucolutione, with emphasin on their
changing nature and the timeliness of their ena~tment. The Committee is
familiar with the work already performed by the General Accountin_ Office
in connection with its report on funding gaje. This hisrerical raviww
should bu’'i on t' .* werk and should «over the following ai+as as well as
any othe' s you think are appropriatet che duration of individual continuing
resolutions: some messura of both the proportion uf government activities
and programs that have beea funded by continuing resolusions - - the
proportion of Ap;ropriations Committee jurisdicction, uoth in bills ond
dollars; the length of time thesa astivitias and programs have oparated
under continuing vesolutions; the use of continuing resolutions, ‘/hich
hold operating rates at rest-ictiva luvels set by a general fcrmuls until
tha continuing resolution expires; the use of continuing vesolutions thar
permit operating rates to be adjusted as legislative status charges; the
practice of incorporating by refereace bills at a particula: Jsgislative
stage inte continuing resoluticna; and the prectice of including specific
line ltem appropriations and entire appropriztions bills in continuing
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resolutions; ind the use of continuing resolutiona as 3 vehicle for new
legislative riders.

A matter of paiticula, concern to the Committce is the effect of
continuing resolutions on the J>peration of government. It would be
helpful to hove your assessment of the impact of continuing resolutions on
effective manzgement of government operations an' on efficient use of
appropriated funds. 1Is disrupticn of activities and programs cnd waste
a serious problem under the authority of continuing resolutions, as
opposed to performance under regular appropriation bills enacted inte law
prior to the start of the fiscal year? Does it make a difference in this
regard whether continuing resolutions set operating rates by general
formulas as opposed tc referencing varticular bills? How relevant is

the length of time dur’ng which programs and activities operate under a
continuing resolution?

A separste aspect of this prcblem is the funding gaps that occur
when continuing resolutions are not enacted on time., Your analysis of
the funding gap problem should be incluced as part of this study. How
diaruptive tc government opcrations is it? How costly is 1r? A permanent
continuing resolution has been propsad as the solution to the funding gag
problem, The Committee would zppreciate having your views or variouw
approaches to permanent continuing resclutions for meeting che fundin;
gap problem., Which approach would best mitigate disruption of government
operations and eliminate waste of Federal funds?

& permaneint continuing resolution has also been miggested as a cure
for tue nrouvlem of coerating gove: nment by continuing resolution altogether.
It is argued that a restrictive permanent continuing resolution would
ensure conclusion of congressional action cn appropriations bills by the
start of tha fiscal year. Various restrictive rates have heen suggestad,
such as the President's budget proposal, the current vear's operating rate,
or a perceitage of the current yea-'s operaiing rate. It has also been
suggested tha® 3 permanent continuing resolution could be enactaed that
would withhold all cost-of-living adjustments for the budget vear, including
those now covered hy permanent appropriitions or thoss covared by entit.ement
authorit’ vequiring ‘ater appropriations. The Committes would apprcciate
naving vor views on the effecriveness of varioua appruaches to secting
reéstrictive :dactes in a permarent continuing resolution te achieve the

uesived goal cf ensuring conclusinn o7 congressional action on appropriations
kills by the start of the fiscal vear.

?lease include in vour ana.ysis & review of the usaga of permanent
continuing resolutions in varlous statves and countries., What funding levels
cre prescribed” How frequencly is the authorityv vsed? Is the authority
implemented by law or by Constitution? Whau purvose 18 it deaigned to

mee . in the respective svstems of povernment, and how well does it naset
the objectives?

™

Paye 49 GAO/AFMD-86-16 Cuntinuing Resolutions and Automatic Funding

AUELE el



Appendix I
Request Levcey Fyom the Houge of
Representatives Committee 1 Rules

It has been suggested that use of permanent continuing resoluticus
by various national iegiglatures is ‘10t relevant to use by the United
States C~ngress because of the separaticn of powers in our Federal system,
It is argued that congressional influence could Le undercut by guaranteeing
the operation of the Executive branch, thereby arming the Executive with
a two-third mujority ‘equirement for congressionally initiated policiles

opposed by .he Executive. The Committee would appreciate your assessment
cf this problewn as part of your report.

In order to expedite your proviuing the Committee with information
on these issues, it would be appreciaced 1f you coul” prepare a prelin.inary
briefing by Septemper 30, 1983, followed by status reports from time to

time as eppropriate. The House Rules Committee staff conzact on this
project is Terry Dean (225-94806).

Sincerely yours,.

Claude Pepper, Ch. an
Committee on Rules

CP:1f

Sl ’
P s ez ®s T
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Appendix II

- Case Study on Continuing Resolution for
Fiscal Year 1985

Our purpose for including this case study in the report was to provide
the reader with a recent example of what can happen to a continuing
resnlution. While this example is not meant to be typical or representa-
tive, it illustrates what is possible,

The principal source for this case study, was a more comprehensive Con-
gressional Research Service publication, “Summary anc Legislative His-
tory of Public Law 98-473: Continuing Appropriations for Fiscal Year
1986 (H.J. 648),” by Edward M. David and Robert A. Keith, Report N».
86-12 GOV, Congressional Research Service, December 19, 1984.

e continuing resolution for fiscal year 1985, as it originated in the
House of Representatives (H.J. Res. 648), was a full year's extension of
budget authority for agencies and programs covered by nine aporopria-
tions bills that had not already passed as separate measures. The appro-
priations covered by the joint resolution included Agriculture, Defense,
District of Colv bia, Foreign Assistance, Interior, Labor-Hss-Education,
Military Construction, Transportation, and Treasury-Postal Service. The
Labor-nHs-Education portion, however, disengaged from the continuing
resolution on November 9, 1984, after the President signed the indi-
vidual appropriations bill into law.

House Considerzation

There were early attempts in the House of Representatives to speed up
consideration of the continuing resolution free of amendments, or, in
other words, to pass a “‘clean’’ bill, bat wha: resulted was a joint resolu-
tion passed by the House with a limited number of c.nendments. Ini-
vally, the House Appropriations Conmittee adopted several
amendments in the version it marked up and ordered reported on Sep-
tember 14. 1984. However, the House Rules Committe.e determined only
oine amer: iment to be in order during the first special rule-governing
debate, 2and waived section 303(a) of the Congressional Budget and
I'apoundment Control Act of 1974 (2 U.S. 634 (a)), which required adop-
tion of the first concurrent budge: resolution and enactment of neces-
sarv anthorizations before any action was vaken on appropriatisms bills.
(T.te first concurrent budget resolution did pass on October 1, 1984.)
The re:sons why the Rules Committee took this action are summarized
by coramittee member Butler Derrick as follows:

“Mr. Speak v, th: Rulee ( ..mmittee feels very strongly that it is inappropriate to
load up a co. 'tinuing resolution wit! Il sorts of new appropriations and legislative
provisions. W= certainly sympathiz. th those Members who have meritorious
projects in thei districts that have not received funding. We certainly sympathize
with authorizing commitiees which have worked {or years on a major authorizing
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Appendix I
Case Study Continuing Resolution for Flecal
Year 1988

bill... However, we cannot continue to operate around here in 2 manner which
ignores the normal legislative process—in which all of our real work is done on
apprepriaticn bills and, in particular, on the continuing »~2alution. It is not fair to
the authorizing committees which see their work zo avwn the drain as ai! attention
is focused on appropriation bills. It is not fair te the Appropriations Committs.
which is forced to pick up all of the loose 2uas. And it not fair to the majority of the
Members who are not in a position to have their interests protected in the contin-

uing resolution. But most of all it is damaging to the integrity of the legislative
process.”

However, the first rule encounteresd resistance on the floor by members
who felt that since the Senate wenid add legislative amendments, the

House would be at a disadvantage during conference on the joint resolu- :
tion if it had not done the same. Consequently, the House rejected the .
first special ruie, and the matter went back to the Rules Committee.

The second specisd rule again waived section 303(a) of the Congressional
Budget and Impoundment Control Act of 1974, but this time specifically
made in order 11 amendraents orinted in the Congressional Record on
September 19 and 24, 1984—and prohibited any others from being
offered. Subsequently, the House pasaed 8 of the amendments, rejected
1, and did not act on 2.

The Cormprehensive Crime Conti ol package, one of the more controver-
sial legislative measures incorporated in the final continuing resolution,
was added in the form of a motion to recommit with instrv-tions. From
the vantage point of the chief counsel, Senate Appropriations Com-
nittee, it was unusual that the House introduced the crime puckage at
all because the legislative reforms contained in that particular amend-
ment were more ‘“‘dramatic” than he thought the House had ever initi-
ated in a contii....ag resolution.

On September 25, 1984, after 2 days of floor action on the special rules
and 1 day on the measure itself, the House passed its $449 billion ver-
sion of the joint resolution by a vote of 316-91. Contained in thc House
bill were controversial water projects which, more than any part of the
continuing resolution, aroused a sirong objection by the President and
precipitated the threat of a veto for the entire joint resolution.

Senate Consideration

Also on September 25, 1¥84, the Senate Appropriations Committee
marked up and reported its alternate version of the continuing resolu-
tion (S.J. 3566), and authorized 36 amendments to be offered on behalf of
the comuuittee during floor consideration. The committee amendments
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Appendix I
Case Study Continuing Resolution for Flecal
Year 1888

mostly deleted House language corresponding to the nine appropriations
bills that had not yet been enacted. In addition, the committee inserted
lar.guage that set spending levels which reflected the Senate reported,
Se:nate-passed, or the conference-reported levels. The committee recom-
raended deleting the major v.ater project authoriza. ‘on: and appropria-
tions inserted by the House, but added funds to ini..ate certain other
water projects. The commictee further recommended deleting the entire
Comprehensive Crime Control package that had been offered in the
House. The Senate eventually voted on the House version of the contin-
uing resolution with the corumittee recommendations incorporated as
separate amendments.

As the full Senate began consideration of the continuing resolution on
September 27, 1984, Chairman Hatfield of the Appropriations Com-
mittee commented on how the appropriations comrittee had worked in

succeeding to act on bills, but that attaching egislative riders threatened
tk budget process:

“If the Senate cannot under its nermal procedures finish the legislative calendar,
then loading up an appropriations bill is a poor excuse. Wi- may enjoy certain polit-
ical therapy by going through the motions and getting our little publicity out to the
hometown newspapers, but this does violence to the institution. This does violence
to the appropriations process, and to the Senate.”

[text omitted]

“So let us be aware of what we are asking for down the road from this point. when
we begin to hang all of thes< matters on the CR. The Government and its operations
on which our constituents ucpend will be shut down.”

Senator Robert Byrd, Senate minority leader, alternatively pointed out
that since the House had already added legislative provisions, it gave

that body an advantage in conference proceedings if the Senate did not
do likewise:

“The House of Representatives has already opened the door on this bill with respect
to legislation on an appropriations bill and under those circumstances I do not
believe that the Senate, except by a supermajority vote, should deprive itself of
being able to ..ifer some amendments over here that may have to go to conference
and be decided between the Senate and the House of Representatives.

*The House of Representatives has certainly not meticulously not avoided adding

material that constitutes legislation on an appropriations bill. So why should we let
the other body have it all and this body have no rights at all along that line?"
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Case Study Continning Reso'ution for Flecu!
Year 1968

Subsequent.y, Senate debate forn~ed immediately on a civil rights issue
with an ensuing legislative and procedural batt!e that tied up the floor
for 4 of the & days that the Senate considered the continuing resolution.
The legislative battle focused primarily on one amendment. This amend-
ment, providing for the “Civil Rights Act of 1984,” was a responseto a
Supreme Court decision in Grove City v. Bell. The decision narrowed the
prohibition against sex discrimination in an educational setting by
stating that only a program or activity receiving federal funds need
comply with title IX of the EdQucation Amendments of 1972. Up until the
decision, institutionwide coverage was the standard, meaning that if any
program or activity within an institution received federal funds, then
the discrimination prohibitions applied to the whole institution. The
Grove City amendment would have restored the prior interpretation of
the law. :

The procedural battle developed when the Senate set limits on debate by
invoking closure in an attempt to thwart a filibuster on the Grove City
amendment. Once closure had been invoked, the rules test involved an
appeal to the chair’s germaneness ruling on amendments relating to tui-
tion tax credits, gun control, and school busing attached to the original
amendment. Although the Senate stopped short of a floor vote on the
germaneness question by tabling the Grove City amendment altogether,
had the germaneness ruling been overturned on the floor, there would
have been no procedural barrier remaining to halt unlimited debate in
the Senate. While such a rules test is significant, it would effectively
have allowed the majority to do whatever it wanted. According to the
Senate parliamentarian, it is incidental to the continuing resolution and
could have taken place on other legislation. Howey .r, the pressure to
pass a continuing resolution at the end of the session and the intense
political interest in the civil rights issue produced a climate where legis-
lators felt compelled to test Senate rules at the expense of delaying
those regular appropriations contained in the continuing resolution.

Once the Senate disposed of the Grove City amendment, attention
turned to debate on other amendments from October 2-4, 1984, when the
contiauing resolution, as .nended, passed by a voice vote. During its
deliberations, the Senate acted on 35 committee amendments and 123
floor amendments. The Senate adopted 125 amendments and rejected 33
of the nearly 1300 that had been printed. However, not all 1300 were
nffered on the floor. Of the amendments that failed, 23 were rejected by
direct vote, tabling motions, or sustained points ot order, and 10 were
withdrawn by sponsors. The final Senate package was $464 billion.
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Case Study Continuing Resolution for Fiscal
Year 1965

House-Senate Conference
Consideration

House and Senate conferees began meeting on October 4 and reported
their agreement in a 4._0-page conference report on October 10. The con-
ference report contained the full texts of five regular appropriation bills
with four regular appropriations carried by reference to other legisla-
tion. The House considered the conference report on the evening of
October 10, voting 2562-60 in favor of adoption. The Senate considered
the conference report the next day and adopted it by a vote of 78-11.

The final continuing resowution originally provided $458 billion in
budget authority. However, the Labor-HHs-Education appropriation was
passed, resulting in a continuing resolution which provided $365 billion
in budget authority for fiscal year 19856. Of this latter amount, 75 per-
cent, or $274 billion, was for the Department of Defense appropriation.
Although the Senate added numerous amendments, they did not signifi-

cantly change the total amount of budget authority in the continuing
resolution.

Some of the compromises in the conferencez vill were:

dropping the controversial water projects,

limiting the amount of military aid to Nicaragua,

cutting $5.38 billion from the synf el program,

cutting $300 million for the Strategic Petroleum Reserve,

permitting three iests of an antisatellite weapons system,

modifying the District of Coluribia Home Rule Act amendment,
keeping a revised version of the *“Comprehensive Crime Control Act of
1984” (incorporated as title II of the continuing resolution),

adding the “President’s Emergency Food Assistance Act of 1984" (incor-
porated as title III of the continuing resolution), and

adding a child-care provision related to title XX of the Social Security
Act (incorporated as title IV of the continuing resolution).

Final Consideration

On October 12, 1984, the President signed the version of H.J. Res. 648
agreed to by the House and Senate into Public Law 98-473.
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Appendix Il

Assessment of the Impact of Funding Gaps

'I’his appendix summarizes the findings of our 1981 report Funding Gaps
eopardize Federal Government Operations, PAD-81-31, March 3, 1981.

Pre-1980 Executive Agency
Behavior During Gaps

Before April 1980, the government dealt with funding gaps through a
variety of coping mech&nisms.

Agency behavior during gaps. Agencies attempted to abide by the spirit
of the Antideficiency Act, which prohibits incurring obligations without
congressional authority, short of shutting down. Officials believed the
Congress intended that federal agencies should remain open during
thesc periods because it always doted its continuing resolutions retroac-
tively. As a result, agencies dealt with expired appropriations inicrnally
within the context of budgeting and accounting functions. For example,
federal officials cut or postponed all nonessential obligations such as.
personnel actions, travel, and awarding of new contracts.

Impact of internal agency behavior. During a funding gap, administra-
tive costs arise in the processing of split or late paychecks. The acdi-
tional costs are for: the time spent deciding how to allocate taxes,
allotments, and other payroll deductions between the two checks; the
time and effort spent to prepare and test new or modified payroll com-
puter programs; computer time and associated costs to prepare and
deliver split payroll coimputer tapes to Treasury disbursing offices; the
handling associated with the second check, that is issuing, delivering,
and processing through the I \nking system; and the ultimate payment
and reconciliation by Treasury. In fiscal year 1980, these procedures

» amounted to a cost of $1.1 million. A greater, but less tangible, cost is

lost productivity. Late or incomplete checks affect ~mployee morale, and
attention to duties drops as employees spend time discussing the per-
sonal consequences caused by late and partial paychecks.

Impact of agency behavior on the public. Millions of Americans receive
direct benefits from annually funded federal programs. A funding gap
will affect these veople in varying degrees depending on the length of
the gap, the schedule for payments, and the willingness of state govern-
mens to provide temporary funding. We found the 11-day funding gap

in fiscal year 1980 »ffected some segments of the pubilic in the following
ways:

The government delayed about 100,000 GI-bill education checks from 7
to 9 days.
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Assesament of the Impact of Funding Gaps

The Department of Housing and Urban Development delayed about $438
niillion in housing subsidy payments from October 1, 1979, until the con-
‘tinuing resolution was enacted on October 12,

The government delayed for 10 days payments to about 22,000 people
disabled by black lung disease.

In two states, the Department of Agriculture completely shut dovna
food program which provided supplemental food to 1.6 million pregnant
or nursing mothers and small children. A nationwide shutdown of the
program would have occurred several days later if funding had not be<n
provided.

The government delayed for up to 2 days supplemental security income
benefits for all new applicants approved during October 1980.

Health Care Trust Funds lost between $1 million and $2 million in
interest because federal matching payments were delayed. General
funds absorbed the lost interest expense.

If the fiscal year 1980 funding gap had continued for another week or

two, federal payments would have been cut off to such large groups of
beneficiaries as recipients of food stamps, veterans compensation, and
military retirement pay.

April 25, 1980: A Policy
Turning Point for
Permissible Procedures
During a Funding Gap

At President Carter’s request, the Atturney General addressed the ques-
tion of whether an agency can, under che Antideficiency Act, permit its
employees to continue to work after appropriations have expired. On
April 25, 1980, the Attorney General issued the resulting opinion, which
represented a drastic change in the status quo for agency officials, The
opinion stated that during a funding gap, no obligations can be incurred
except for the minimal cost of shutting down agencies.

Central Agencies Provide
Further Guidance

Office of Management and Budget. Subsequent to the Attorney General's
opinion, OMB issued oMB Bulletin 80-14 on August 20, 1980. Since that
time, federal agencies used this document as the cornerstone for oper-
ating guidance during a funding gap. Thoigh OMB has supplemented this
bulletin with further guidance, the essence of oMB Bulletin 80-14
rer.ains unchanged.

OMB Bulletin 80-14 set forth the following requirements:

All agencies reallocate funds to forestall an interruption of funding as
long as possible.
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Assesement of the Impac’ f Funding Gups

All agencies maintain contingency plans for agency shutdown ~mera-
tions in the »vant of 4 gap. Plans must describe the lirniteu «wtivities
necessary for shutdown and include numbers of employees needed and
time required to complete shutdown (contained in subsequent guidance).
Agency heads notify OMB, OPM, Treasury, and GSA when shutdown activi-
ties begin.

Agencies arrange for an orderly transfer of custody of property and
records to uSA and OPM for disposition.

Agencies prepare furlough notices and process personnel and pay
records.

Treasury. The Department of the Treasury provides gunidance to all cer-
tifyirg officers and Cisbursing officers. During a funding gap, no pay-
ments car. be made for any obligation chargeable to annual or otherwise
expired appropriations, uniess the Cougress has extended obligational
authority. An agency may prepare but not issue payroll checks -nless
they cover a period prior tu the gap.

Office of Personnel Management. In assisting federai agencies in com-
plying with oMB Bulletin 80-14, orm provides guidance to all agencies

regarding furlough procedures (exemptions, notifications, leave, and
benefits).

General Services Administration. In nrder to ensure orderly t -ansfer,
GSA provides detailed guidance to federal agencies 011 the disposition of
personal property and real property; dispositiox of automatic data
processing, communications, and telephone equipment; and GsA motor

pool accounting and record system operations guide, as well as disposi-
tion of motor vehicles.

Conclusions on Impact

During the first year after the 1980 Attorney Generai's decision, we
reported in our 1981 study that the impact of the potential fiscal year
1981 funding gap was a cost to the uvernment of approximately $1.1
million in planning activities and an uixknown cost from lost produc-
tivity."The specific dollar cost resulting from the lost productivity was
impossible to calculate since it was not extractable from general admin-
istrative and program costs.
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Ind viduals Contacted in Our Reassessment of
the Impact of Funding Gaps and
Continuing Resolutions

1. Colonel Arlen Bond, National Secui ty Industrial Association

2. Ted Brown, Administrator of Crants and Contracts, Universicy of
Illinois

3. George Bush, Assistant to the Executive Director, Council on Govern-
mexntal Relations

4. Ray Bye, Director of Legislative Affairs, National Science l'oundation

B. Jack Crowley, Director of Federnl Relations, Association of American
Universities

6. George Dummer, Massachusetts Institute of Technology
7. Peter (\}oldsmith, University cf California at Los Angeles

8. Mike Griffin, formerly with the Department of Labor, Office of
Budget

9. Don Hess, University of Rochester

10. Larry Horton, Director of Government Relations, Staniord
University

11. Thomas J. Kennedy. Association of American Medical Colieges
12. Tom Linney, Assistant to the President, Council of Gradua.e Schools

13. Jim Mallory Assistant to the Executive Director, National Assccia-
tion of State Budget Officers

14, Franz Ohlson, Aerospace Industrial Asscciation and Cour.cil of -
Defense and Space Irdustry Associations

18, Dave Racine, American Public Welfare Association

16. Jerold Roschwalb, American Association of St~te U: !versities and
Land Grant Colleges

17. Ray Scheppach, Executive Director, National Governors Association
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Individuals Contacted in Our Reassessment
of the Impact of Funding Gaps and
Cuontinuing Resolutions

18. Bill Schierer, Office of Economic Reszarch, Smal! Business
Administratior.

19. Barry Van Lahr, Analyst in Human Services, National (zovernors
Asso iation

20. Nan Wells, Princeton University

21. Al Zuck, Executive Director, Nationai Association of Schools of
Public Affairs and Administration
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Apperdix V

Different Approaches to an Autoraatic
Cortinuing Resolution

Current Rate

A rate that would fund agencies at the previous year’s funding level.
The level would be the total amount available for obligation in the pre-
vious year. Entitlemen. recipients receive scheduled cost-of-living
adjustments (COLAS), but included in the restriction would be federal
ccmparability pay increases. Thi« is tha approach taken in two recent
legislative proposals—H.R. 2025 (Rep. Mineta) and H.R. 2777 (Rep.
Dingell). This approach was also utilizec in the first continuing resolu-
tion for fiscal year 1984 to fund the Treasury Department.

Current Operating Level

A resolution that would allow agencies to continue at the same program
level as is in effect at the end of the previous year. In most cases, this
proposal would incrcase the fota)l amount of funds available for obliga- .
tion from the previous year’s level. This approach was utilized to fund
che Department of the Interior in the nscal year 1983 continuing
resolution.

Lemslatlon Fassed by
Either House

A resolution based on spending legislation passed by either or both .
houses of the Congress. The criteria for selection are presented below:

Tf neither house has passed an appropriation before midnight September
30. current rate becomes the funding level.

If legislation has passed only one house by the same deadiine, the levels
spacified in that house's biil become the apprepriation.

If passage of legislation has occurred in beth houses prior to the start of
the fiscal yexr but has not reached conference, the midpoint tetween the
two v.ould be the funding ievel in the resulution.

If legislation has passed both houses and has been through conference
by midnight Sept-mber 3U, the amount contained 'n the conference
report would be the final axnount in the resolutior..

The 1ate that becomes eflective October i will reinain in effect for one
quarter unless appropriation legislation becomes law. The funding level
determined Ly one house will be changed at the beginning of the second
quarter to raficct passage in the other house, which is again the mid-
point of the two. If legislation has no: been passed by the other house,
the same level will remain in effect for the second quurter also.

Lowest "evel

A resolution at ;_ln vel representing the lower of the House/Senate
action. (Action by a committee would constitute action by that house.)
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Different Approaches to an Automatic
Continuing Resolution

One alternative or option is to inctude the President’s budgct in the cal-.
culation of lowest level. The lowest level of the House/Senate has also
been used very frequently in the calculation of past continuing resolu-
tions and was employed in the 1984 continuing resolution to fund large
parts of the Labor-HHs-Educatior. appropriations bill, as well as one
other apprornations bill.

President’s Budget

A rate vhat would provide appropriations for au vativities at a level set
forth in the President’s budget estimate 1or Octc :r 1 of the new fiscal :
year. The Congress must decide whether to cons: izr various optic ns, -
such an allowing presidential updates past the be:.‘wning of the i :cal K
year. We considered this approach because some fureign countries-use it. - »;

Restrictive Levels

A resolution serving as an inducement to the Congress to enact appro-
priatior: hills by containing features less than atiractive to the Congress.
The resolution can restrict the Congress in two ways: It can be restric-
tive in the amount of funds (as in withhclding COLAS), or it can restrict
congressional prerogatives (as in substituting the Prosident’s budget
request).

Graduated Reductions—Funding cut to current rate, then decreased by
a set percentage at regular intervals each moiith or quarter until a pre-
determined percentage reduction is reached.

Fixeo Reductions—Ffunding cut to a fixea percentage of curren: year
rate,

Withhold coLAs—Hol! indexed programs at the current rate or provide
a partial CoLA.

Federal pay and funds for reisted sup »rt services—Employees, while
being entitled to receive their pay, would, in many cases, not be able to
perform their basic duties. (For example, employees would not be able
to award grants or issue checks. However, basic support services such as
water and electricity to buildings would be covered.)
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Criteria Used to Rate Continuing Resolutions

Forcing Action Toward
Coninletion of the Budget
Process

The resolution would contain features that impel the Congress to enact
appropriations bills by making automatic continuing resolutions unat-
tractive. Resolutions providing funds counter to the wishes of the Con-
gress or lessening congressional prerogatives in the budget process
would fall into this category. However, whether an appro~ch is action-
forcing can depend on the specific time frame in the budget calendar. An
approsch can b~ action-forcing for both houses prior tu the start of the
fiscal year, but contain incentives for one house to binck act un on
appropriation bills after the start of the fiscal year-—if that house’s
numbers become the funding level for the fiscal year. This situation can
be alleviated somewhat by imposing a deadline of one quarter afier
which final actioi in the other house can be averuged into the funding
level,

Stability of Recipient
Services

By stability of services, we mean not only continuity in the face of ¢
funding lapse but also the degree to which recipients would notice little
or no interruption in full benefit levels. The emphasis in this category is
on program recipients.

Stability of Government
Cperations

Stebility of government operations concerns whether federal agencies
could remain in operation with the passage of an automatic continuing
resolution. Waste and duplication are created when federal agencies are
forced to close and reopen due to funding gaps. Even if an actual shut-
down does not uccur, time is spent preparing for a potential shutdown,

Maintain Majority o
Congressional Contrcl Over
the Public Purse

While the President formulates the budgets, it is the Congress that
appropriates. An automatic continuing resolution has the potential to
shift this power, depending on the point of reference of the funding,
Also, bv guaranteeing the operation of the executive branch, the Presi-
dent may be armed with a two-thirds majority requiremc.t by his veto
power. This app.nach should maintain the will of the majority, not
simply the will of one committee or one committee chairman.

Ease of Implementation

Ease of implementation is how administratively workable the ACR is for
both the Congress and the executive branch. It affects the Congress to
the extent that it must be made aware of the implications of carrving
out such a resclution and concerns the cxecutive branch in that agencles
will implement the ACR put into place. The ease of implementation
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Criteria Used to Rate Continuing Resolution

depends on how easily the executive branch can incorporate the ACR into
its planning and bu.Jgeting systems.

Political Advantage Our applicetion of this concept concerns the extent to which an ACR
approach may affect the influence on spending decisions exercised by
the Congress or by the President in the appropriations process. An ACR
approach that does not providz a political advautage would be one that

does not change the extent of existing congressional or executive influ-
ence on spending decisions.

* 4
i)
i,
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Assessment of ACR. Approaches

Our assessment of the ACR approaches is fully analyzed in the following
table, which shows how each approach w-uld fare when weighted
equally against each of the first five criteria. Careful study of this table
permits the comparison of each approach against the others across the
criteria. An examination of the table reveals that. no approach is rated
“high" against each of the five criteri» "he real trade-off comes with
the action-forcing and stability criteria. Fe example, the approaches
which are rated “high” in action-forcing (President's budget, graduated
reductions, withhold coLAs, and federal pa} .nly) are only “moderate”
to “low” in stability of recipient services. However, two of the ACR
approaches are better than the rest when judged against the five criteria

weighted equally. These approaches are legisiation passed by either
house and currert rate,
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Assessment of \CR Approachos

Table Vii.1: Summary of Approaches

Criteria rate level

Action-forcing (iable Vil.2} Moderate Low

Stability of recipient services (table Vii.3) High High ""
Stability of government operations (table Vil.4) High High

Maintain majority congressional control over the purse Moderate  Moderate

(table VIi.5)

Ease of implementation (table \g&e) High Moderate
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Legialation Restrictive levels

m by either President’s Graduated Federal pay and
Lowest lavel budget reductions Fixed reductions Withhold COLAs suppoit

Moderate Moderate High High Muderate High High

High Moderate Moderate Moderate Moderate Modarate Low

High Moderate Moderate Moderat 3 Moderate High Low

High Moderate Low Moderate High High Moderate

Moderate Moderate High - Moderate Moderate Low Moderate
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r e ]
Yable Vil 4: Criterion: Action-Forcing
ApPIoieii Rating Comments

Current rate Moderate Potential pressure from benefici. ‘es in both the short and long run, depending
on the ability of the agencies to absorb the cut (in real dollars).

No pressure from entitiement recipients.

Can be action-forcing if the Congress wants to create new programs.
Cutrent cperating level Low No action-forcing features. Little incentive to enact appropriation bills.

Can be action-forcing if the Congress wants to create new programs and end old
programs—uniess %Mly addresrad in ACR legisiation.

L:gldation passed by Moderate Strong action-forcing festures before the fiscal year. Each house would have an
either house incentiva to complets money bills to exert influsnce over funding level.

Howuver, action-forcing features sre lost for the house wi 16 numbers are
empioyed at the start of the fiscal year.

Lowest isve! Moderate Actio.vforcing if iowest level impairs program continuity.

Few action-forcing features for the hor'we whose lavel is employed.
Highly action-forcing if the President's budget is employed and is \ ory different
frogm the Congress’ goals.
President's budget Hich _ The Congress ‘vould, in sffect, relinquish power over the purse.
Graduated reductions Hir 0 Highly action-forcing, especially i1 the long r'in. Severe service cutbaocks could
lead to political pressure to pass appropriation bills.

Biggest effect on those programs funded incrementally throughout the year, i.e.,
aries and expense aucounts. May exempt grants and contracts.

Fixed .eductions Moderate How action-forcing depends antirely on the percent reduction. The results could
- lie snywhev@ slong a centinuum from littie to very restrictive.

Withhoid COLAS High Expect extreme pressure {rom politically visibie interest groups.

Fecleral pav and e 2ot High Governmant services would discontinue, and all program funding would end, at

least temp:orarily.
Would affect '« sor-intensive agencies less in the short run.
AR MR

S i PR e A S R
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Appendix VII
Assessment of ACR Approaches

L
Table Vi1.3: Critarion: Stability of Reciplent § srvices

Approach Rating Comments
Current Rate High By cutting back on internal functions (training, travel, etc ), some Wtability could
be maintained in as far as funds couid be transferred or rerogramr.ed.
With low inflation, it would be possible to operate just abrut the entire year,
Cunent opera: 1g lavel High The most stabie of all ayipronchas. Permits the 2ame levol as the previcus year,
Legisiation passed by High The potential exists that aconomic changes over tha » .3t year will be reflected in
either nouse appropriation legisiation passed by either house.
Lowest level Moderate colom committee mgy want to cut a >rogram or age.iny, or the potential exists to
0.

Neverthaless stabiiity of recipient services wouid, excluding *»e sbove excaption,
be maintained with this approach.

President’s budget Moderate Depends on the makeup of the proposed . Unigss the Pragiient wants to
o make drastic cuts in services, thp;ro would be little effect on stabiliity,
Graduated reductions Moderate Would permit a transition period to deep cuts, which would enable agencies to

make the maximum amount of adjustments possible.

in the long run, a number of services would be cut or scaled down,

Fixed reductions Moderate Wouid especially hurt & program where the bulk of funcs are spent at the
beginning of the year.

The larger the fixed percentage, the greater the effect on service.

Withhoid COLAS Moderate Major impact on beneficiaries. However, there may be a delayed in;'mt
?ie;tnndmg on the timing of COLAs. Reguler appropriations may well be passed
rst.

Federal pay and support Low As it now stands, a proposal to continue fedaral pay has no provision to centinue
servioes.
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Appendix
Assessment of ACR Approaches

L]

Table Vii.4; Criterion: Stabllity of Governmont Operations

Approach Rating Comments

Current rate High Generally would maintain the federal government intact, with any effects in the
‘long run only, especially during poﬂog: of low infiation.
Does not preciude effective operation of the government.
No waste. Wouid not cause disruption of services.

Current operating level High No effects in the short or long run. Complete maintenance of the statue quo.

Le isl?‘tion passed by High Generally will reflect economic and programmatic changes.

either house -
No waste. The government, in all likelihood, could funclion unimpeired.

Lowest level Moderate One committee could decrease the amount funded, causing a certain number of
adjustments to be made. The adjustments may be disruptive.

President's budget Moderate There could be exceptions, but generally speaking, the fedaral government
would, in very large part, be maintained.
However, the level and amount of restrictiveness are at issue here. Recent
attempts by presidents in both partias to eliminate or reduce government
functions provide evidence.

Graduated reductions Moderate The longer the ACR is in effect, the more difficult it becomes to keep the federal
governmaent in operstion.

‘ Could disrupt ageicies by forcing them to prepare lengthy, detailed plans.

Fixed reductions Moderate Depends entirely on the percentage reduction. Generally, most agencies could
be maintained by cutting travel, training, and other miscellaneous expenses.
(This, of course, depands on the agency’s ability to reprogram funds.)
Permits no transitior: to lower levels,

Withhold COLAs High Cuts, by dafinition, would only involve those outsicle the workforce.

Federal pay and support  Low

While emplo' a8 could rep...t to work, they could not obligate or expend funds.
Therefore, in the long run, government functions would halt.

Would also invoive waste and duplication in restarting operations.
_ I _
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Appendix VII
Assessment of ACR Approaches

Ww:&cm:mmmw«muwmmnm
A - =ch Rating Comments

Cu. . . Moderate Congressiunal pr'i_érities from the previcus year would be reflected. However, this
may be a hindrance fo: a new Congress.

Immediate control uver the purse would be diminished.

Current -perating level Moderate Congressional priorities from the nrav,ous year would be reflected. However, this
may be a hindrance for a new Congress.

Immediate control over the purse would be diminished.

Legisiation passed by High Congressional priorities are reflected in either or bot™ bills.
either house B
Lowest level Moderate If the President's budget is used, comval is diminished.
- Where either house is used, congressional rivrities are reflected.
President's budget Low The Congress would completely relinquish con'rol over the purse.
Graduated reductions Moderate Congressional control maintained in as far as the Congress determines the .
composition of programs by a predetermined funding formula set by whe
. Congress. . _
Fixed reductions High Control would not be compromised althougix one Congress may pe locked into a
formula set by some previous Congress.
Withhold COLAs High Contral would not be compromised.
Federal pay and support  Moderate Even though the Congress may have authorized budget authority, no funds could

be spent until tre Congress would act to procie new sper i'ng authority.
aa—
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Appendin VI
Asssomasnt of ACR Approaches

R S A SRS
Table Vil.&: Criterion: Ease of Implementation

Approach Rating Comments

Current rate High Easily imple.nented. Eech agency would know how much it would receive If ite
appropriation were late, ’

Frequently used in curiant continuing rasolutions and would thus be familiar to
ageicies.

Current operating level Moderate The agencies wr uid be able to continus providing the same ievel of services they
were providing at the end of the yoar, but caiculating exect program amounts
nould be quite difficult.

Legisigtion passed by Moderate The ease 1apends on when lation is passed and on the amou:t approved in

either house legisiatior.. a%?ﬁ timing and mm woulmut Aagency planning.

Lowest ievel Moderate ;‘hc same detcrminants apply 1o tnis approssh G2 to legisiation puesed by eithor

ouse.

President's budget High Agencias wauld know what their funding levels would be _qn%gould easil
impleme:t & continuing reaslution in accordance with their hudget submissions.

Graduated reductions Moderate C#tio in funding at regular intervais would necsssitate detalsd pieng with difficult
choices.

The desper the cuts, the more diflicult to implement, aspecially if tie Suts
necessitate personnel cutbacke

Howaver, there is a bullt-in transition period to deep outs. —

Fixed raguctions Moderate The lasa the reduction, the easiar to implement. Alternatively, the more severe
the initial cut, the more difficult 1o implament, :

Withhald COLAs Low The fact that coot-of-livinq estimates are o basis for partial or total reduction of

COLAs means that this will bacome a highly politicized process. in this event,
implemantation protiems will be holghtoewd.

Fecieral pay and support  Modgerate ;rheéo c;mmlt'.i ba littie question 8% 10 the accounts that ¢could continue to be
- unded.

However, it would be difficyit to impismant and procaed employing this spproach
for any langth of time.
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&nnunents From the Office of Management
“and Budget

Nots: GAO comments (M A
suppiementing those n the
report text appear at the .
end of this appendiix. PP EXECUTIVE OFFICE OF THE PRESIDENT

¥ SN OFFICE OF MANAGEMENT AND BUDGET

L0 A WASHINGTON DC 20803

S .

L SEP | 0 1955

Mr. Frederi:k D. Wolf, Director ;
Accounting and Financial
Management Uivision
General Agcounting Office
441'6* St., N.¥., Pm.. #6001
Washington, D.C, 20546

Dear Mr. Wolf:

This letter i{s in response to your letter of August 15, 1985
requesting our comments on the Gensral Accounting Office's

(GAO) draft report on Government funding interruptions, Hister
See comment 1. of Continuing Resolytions and Pr nd ns of iutgn!tjé

Funding Approaches. We appreciate iho opport.nity to review
tThe draft report and to provide you with our views on the

suspension of Sovernment operations, the afficacy «f sontinuing

resolutions, and the oproposals for auvtomatic continuing
resolutions (ACRs),

As GAQ's draft report indicates, the use and implications of K
continuing resolutions are not new ‘n *‘he history of Fedaral
budgeting. We agrec with GAO's historicil analysis documenting
that continuing resolutions were generally confined both fin
extent and effective period. MWe also concur with GAO in its
observation that in recent years Congress has failed more often
than in the past to enact appropriations bills on time, leading
to greater reliance on continuing resolutions. Certain factors
at work in the past five years, however, have impeded even the
timely enactmeunt of continuing resolutions, resulting in the
expiration or appropriations for some agencies and, in two
years, the actual suspension of Government operstions. As GAO
notes, these factors include the amendment of continuing
resolutions with substantive 1legislation and the frequent
consideration of controversial limitation riders, disposition
of which involves lenuthy debate, In recognition of these
events, the House Rules Committee directed GAO to consider
automatic continuing resolutfions as 2 means of »areventing
expiration of selected appropriations or the out:.ght
suspension of Government operations.

We would prefer that the Congress look for measures to
eliminate the factors that npede timely enactment of
appropriaticns acts, rether than to rely on escape mechanisms
that fundamentally alter the governing process established
under the Constitution and Federal statutes. We have three
principal objections to the selection of any ACR option.
First, we agree with GAO's stated reservations that adoption of
an automatic continuing resolution option could actu»lly reduce
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the pressure on the Congress to make funding decisions in 2
timely manner. Second, under any of the ACR proposals, there
is the very real possibility that major portione of the
Government would operate ror extended periods of time under
appropriations enacted without both bicameral acticn and
presidential approval. [inally, we are concerned that the ACR
proposal may raise constitutional questions in its applicat{on
appropriations for the Defense Oepartment. We believe that
a more exten:ive lega)l review would be necessary if serious
consideration were given to implementing an ACR option.

We are, however, very concerned over the disruption in funding
of Government services and the hardship incurred by citizens

when appropriations actions are not completed o1 time. In the.

context of these repeated disruptions, we believe that it is
appropriate to discuss a means to prevent them rather than
merely hope for timely Congressiona’ action. The option of the
use of an automatic continting resolution providing for
permanent apprepriation authority at a current rate leve) . at
least offers to preserve the current year status quo until
Congress passes new appropriations bills and submits them. to
the President for his review., Clearly, while we believe that
responsible Goverrment management demands timely action by the
Congress on the budget, it also requires us to considar less
attractive options i, 1ight of recent experience.

We request one revision to the text of the draft report itself.
On pace 18A, the repart states that, “This OMB -equirement can
be disruptive to normal operations and productivity,'
apparently referring tc OMB ijustructions for the suspension of
Government services when appropriations have not been enzcted,
This is not an OM8 requirement. As the report indicates
elsewhere, OMB instructivns were issued pursuant to the
opinions issued by the Attorney General of the United States
interpreting the Antideficiency Act (31 U.S.C. 1341), To
suggest that it is merely an OMB requirement may mislead some
into believing that the problem can be solved administratively.
The sentence would be accurate if "OMB" were deleted.

We remain interested in conferring with Congressional and GAQ
representatives on the issues raised by the draft report,

Sincerely,
R
Carey P, Mod1lin

Assistant Director for
Budget Review
[
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Appendix VIII
Commants Fraza the Office of Management
and Budget

GAO Comments

The following are GAO’s comments on the Office of Management and
Budget's letter dated September 10, 1985.

1. The report title has subsequently been changed.
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Appendix IX

Comments From the State of Wisconsin

Note: GAO comments
supplementing those in the
report text appear at the
end of this appendix.

See comment 1.

State of Wisconain U™
Department of Administration %=

101 South Webster Sireet « Maciaon. Wisconen 83702  Mailing ACdress
Post Ofice Box 7004
Magson, Wh S3707-7084

August 29, 1985

Mr. Frederick D. Wolf, Director

Accounting and Financisl Management Division
i1.8. General Account'ing Office

441 G Street, N.W., Room 6001

Washington, D.C., 20548

Dear Mr. Wolf:

Thank you for giving us the opportunity to review and comment on the
draft GAO repu.., History of Continuing Resolutions and Prus Ed Cons
of Automgtic Funding Approaches. We have suggewted ssveral changes
to the draft and have edited a copy of the draft to reflect thase
suggested changes. We belisve the changes provide ® mpre accurate,
understandable description of our budget proceas.

Please call me at (608) 266-8777 if you have any queations on our
comments.

Sincerely,

L
hn Montgomery, Chief

Budget Operations

IM:ac
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| 1.3
Comments Frox~ the State of Wisconsin

GAO Comments

The follcwing are GAO’s comments on the State of V/isconsin's letter
dated August 21, 1985.

1. The report title has subsequently been changed.
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Glossary®

Appropriation

An authorizaticn by an act of the Congress that permits federal agencies

to incur obligations and to make payments out of the Treasury for speci- »

fied purposes. An appropriation act usually follows enactment of
suthorizing legislation.

Appropriation Act

An act, under the jurisdiction of the Committees on Appropriations,
which provides funds for federal programs. At this time there are 13
regular appropriations acts.

Authorization (Authorizing
Legislation)

Basic substantive legislation enacted by the Congress, which sets up or

continues the legal operation of a federal program or anagency ¢ither . -

indefinitely or for a specific period of time. Such legislation usually
includes one or more clauses authorizing the subsequent enactment of
specified amounts of appropriations for one or more fiscal years.

Automatic Continuing
Resolution (ACR)

An automatic method of temporarily funding—at a specified rate—for
those government operations whose appropriations have expired when
the Congress has not passed regular appropriations bills on time, This
mechanism, once established, would require no further presidential or
congressional action and would avoid potential delays currently associ-
ated with continuing resolutions, occasioned by votes, riders, presiden-
tial signatures or vetoes, or funding gaps.

Budg~t Authority

Authority pro(rided by law to enter into obligations which will result in
immediate or future payments involving government funds.

Budget Resolution

A concurrent resolution passed by both house. of the Congress, but not
requiring the signature of the President. It sets forth, reaffirms, or

revises the congressional budget for the United States government for a
fiscal year.

a—ontinuing Resolution

A joint resolution enacted to provide budget authority for specific
ongoing activities in cases where the Congress fails to pass the cegular

87Terms in this glossary have been adapted from Agjm 0

MAO/PAD-SI-W) and Condress and Money (
Lo ] pp‘ 581‘591).
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appropriation bill for such activities by the beginning of the fiscal year.
Although *“continuing resolution” is the commonly used term for these
temporary spending measures, the term appearing in the legislation is
“continuing appropriations.”

: Entitlements

Legislation that requires the payment of benefits (or entitlements) to
any person or unit of government that meets the eligibility requirements
established by such law. Examples of entitlement programs are social
security benefits and veterans compensations or pensions.

: Funding Formula

A provision in a continuing resolution which specifies-the manner i.
which to calculate the budget authority available, instead of providlng a
particular amount, for a program or activity. Funding formulas gener-
ally are based on such variables as the current rate, House- or Senate-
passed bills, or the administration’s budget estimate.

Funding Gaps

Periods during which federal agencies have no authority to incur obliga-
tions or to inake payments because annual or supplemental appropria-
tions have not been enacted into law. The origin of this concept is based
on the requirements of the Antideficiency Act (31 U.S.C,, section 1341
(a)1)), which prohibits federal agencies from incurring obligations
without congressional authority. Since 1980, the Oxfice of Management
and Budget has required agencies to be prepared to shutdown their
operations in the event of a funding gap.

Germaneness Rule

An amendment must alwavs be germane—that is, closely reiated to or
having bearing on the subjc. of the motion to be amended. This means
that no new subject can be introduced under pretext of bel 2 an
amendment.

Line-Item Appropsiation

In continuing resolutions, either a- appropriation for a yrogram, praject,
or activity at a specified level which differs from what the funding level
would have been if it had been subject to he general funding formula or
an appropriation for a new project or activity.
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Obligations Amounts of orders placed, contracts awarded, services received
(including employee salaries), and similar transactions that will require
payments (outlays) during the same or a future period.

Riders Appropriations riders are of two basic ty7pes, legislative and limitation.
Legislative riders make affirmative changes in existing law, while limi-
tation riders, which are more common, bar the use of funds for a spe-
cific purpose or program. While not explicitly legislative in nature,
limitation riders also effectively alter existing law.?

9We recognize that earmarks (funds designated for a specific purpose) may also be considered limita-
tion riders. However, we chose to include only limitation riders that bar the use of funds.
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